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Foreword

There is now almost universal angst about Canada's productivity performance in recent decades
because productivity is the key to growing the Canadian economic pie.

For businesses, productivity is crucial for growth and survival in an era of intense competition
and global markets. For employees, productivity is vital for job security and sustained real wage'
growth. And for governments, productivity growth is essential for keeping unemployment levels
low, maintaining economic growth, and sustaining the tax revenues needed to support Canada's
social safety net.

Most observers examine productivity from a macroeconomic perspective, considering the
contributions of factors like tax rates, R&D, regulation, and so on, yet the heart of productivity
growth generally lies within firms. Too often they overlook how firms organize, treat, and make
use of their human resources and the impact this has on workplace productivity. CPRN invited
Professor Morley Gunderson of the Centre for Industrial Relations at the University of Toronto
to address the workplace issues for us in a comprehensive fashion.

Gleaning information from a wide range of research literature in the fields of economics,
industrial relations, human resource management, sociology, and organisational behaviour, Dr.
Gunderson examines how job design, employee involvement, compensation strategies, work-
time arrangements, training, diversity management and workplace well-being programs are
believed to affect workplace productivity. He also highlights the difficulties faced in trying to
make the direct link between innovative management practices and productivity outcomes, and
notes the barriers that inhibit firms from adopting new workplace strategies. One of these
barriers is itself the fuzzy causal link between practices and productivity.

Dr. Gunderson's review draws together literature from many disciplines to create a cogent
framework. Consequently, the report provides an excellent overview for researchers and policy
analysts who are new to the field, as well as providing an opportunity for more seasoned
researchers and analysts to review findings that may be outside their usual frame of reference.

I would like to thank Dr. Gunderson for his work. I would also like to thank Kathryn McMullen
and Graham Lowe for their comments and suggestions on earlier versions of this paper, and
Adam Seddon for providing early assistance in the development of the bibliography.

Judith Maxwell
May 2002
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Executive Summary

In the global economy, where the prices of goods and financial and physical capital are
increasingly determined and fixed in world markets, the main source of comparative advantage
lies in the strategic use of human resources via the connection of workplace practices and
productivity. Most discussions of productivity have been at the aggregate economy-wide level
related to such factors as technological change, the computer revolution, and efficiency gains
from trade liberalisation and the education of the workforce. In contrast, the focus of this report
is on the unit of analysis the workplace where such productivity related interactions actually
take place.

The link between workplace practices and productivity is important for all stakeholders
employers, employees and governments. For employers, productivity is crucial for competitive
survival under global competition. For employees, it is important for job security and sustained
real wage growth. For governments, enhanced productivity is important for sustainable growth,
reduced unemployment, tax revenue generation, and for providing the means for a social safety
net and social programs in general.

There is also growing recognition of the link between workplace issues and broader issues of
health and well-being. Enhanced productivity that is generated through increased stress and loss
of control at the workplace can be a false economy in the sense that it generates negative health
outcomes and health expenditures. On the other hand, productivity improvements at the
workplace, generated through more positive mechanisms outlined subsequently, can enhance
compensation and job stability, which in turn can enhance health and well-being.

An interdisciplinary perspective is taken in this paper, focussing on two interrelated issues:

The impact of workplace practices on various outcomes, especially related to productivity,
firm performance, competitiveness and innovation as they affect organisational performance,
which in turn directly feeds into the aggregate productivity and competitiveness of the
economy.

Barriers to the adoption and diffusion of "best" workplace practices.

The workplace practices discussed here are the main ones dealt with in the literature and are
most fully documented in research. They include:

Job design, including job classifications and teams
Employee involvement
Compensation
Work time arrangements
Training
Diversity management
Workplace well-being programs

Rethinking Productivity from a Workplace Perspective ii
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Methodological Issues

Methodological problems in evaluating the impact of workplace and human resource
practices on firm-level productivity and competitiveness are identified and analysed. These

include:

Defining and distinguishing different workplace practices (especially when they are
combined in bundles and have key interactions) and defining and measuring productivity and
competitiveness outcomes at the workplace level;

Establishing the link between employee attitudes (satisfaction, motivation, commitment) and
behaviour (absenteeism, turnover, effort) on the one hand, and organisational performance on
the other hand;

Dealing with the complexity of interrelated factors that can affect firm performance,
especially when they are often linked to changing workplace practices;

Reverse causality may run from firm productivity and performance influencing the
establishment of different workplace and human resource practices;

Bias from various factors including: selection of particular employees into the workplace or
human resource program; selection of the evaluation results that get published or expounded
in the media; and biases from introducing workplace practices to deal with temporary crisis
situations that may revert to normal;

Hawthorne effects whereby employees respond to any change; and

Difficulties in evaluating the long-run impacts of the new workplace practices.

Key Findings

These methodological limitations of the evaluation studies suggest that the following
generalisations that emerge from the evaluation studies should be regarded with appropriate
caution:

Most of the new workplace practices such as the job design features associated with high
performance work systems, employee involvement, pay for performance, compressed
workweeks and flexitime, work sharing and job sharing, multi-skill training, diversity
management, and workplace well-being programs had positive effects on employees
(satisfaction, tardiness, absenteeism, commitment, motivation, effort, performance) which in
turn positively affected firm performance, productivity and competitiveness.

Rethinking Productivity from a Workplace Perspective iii

8



Success of the workplace practices was enhanced when they were: ( 1 ) combined in clusters
or bundles of reinforcing practices, (2) integrated tofu with the overall corporate strategy of
the business, (3) supported by managers, supervisors and the union, if present.

These ingredients of success were generally easier to combine in new Greenfield sites,
unencumbered by historical practices.

In part because of the importance of clustering and integrating to fit with the corporate
strategy, it is not feasible to rank the different workplace practices in terms of their individual
effect on individual and firm performance in essence, context and fit matters.

In general, but not always, practices that led to more favourable employee attitudes in areas
such as satisfaction, morale and commitment, also led to more favourable performance
outcomes for the individuals and their firms.

While favourable outcomes typically occurred for employees, unfavourable by-products also
often occurred in such forms as stress, and polarisation between "good jobs" and -bad jobs."

Barriers to Adoption

In view of these generally favourable outcomes for employee attitudes and performance, and
ultimately for firm performance, the question of why such practices are not more readily adopted
and diffused becomes paramount. A wide range of barriers to diffusion were outlined, including:

A substantial degree of uncertainty (in part because of the methodological problems of
evaluating workplace practices) over which practices work best and how they work best with
respect to their combinations, workplace context and employee characteristics.

Resistance on the part of the different stakeholders managers, employees and their unions
especially if they have a vested interest in the former status quo, and are threatened by the
change.

Legislative barriers whereby restrictions in the legislation may inhibit or at least discourage
change.

The short-term focus that often characterises the time horizon of many of the stakeholders.

The reluctance to share information on workplace practices when they can be a source of
competitive advantage.

Barriers to co-operation reflecting such factors as the legacy of adversarialism, the
differential costs and benefits associated with co-operation, and federal-provincial tensions.

Rethinking Productivity from a Workplace Perspective iv



Difficulties of determining the benefits and costs to different stakeholders, especially of
human capital investments, and hence of determining who should pay, coupled with
difficulties of paying or borrowing on the part of employees.

Difficulties of appropriating the benefits of innovative workplace practices when the
successful ones may be quickly emulated by others, including competitors.

Research Needs

The previous discussion highlighted a variety of policy implications and areas in need of
further research, including:

It is likely to be more fruitful to focus government intervention onto areas where the
incentives for the private parties themselves have broken down. That is, rather than
dissipating policy intervention into areas where the private parties themselves have more
information and expertise and hence where public intervention may do little good, and even
do harm it may be more fruitful to focus public intervention on areas where the
mechanisms of the market and collective bargaining may break down in providing what
could be considered as the socially optimal amount of innovation and diffusion of workplace
practices.

Such a breakdown could occur because employers may not have sufficient incentive to
innovate in this area because they bear the full cost of their innovation but cannot appropriate
the full return. Government subsidies to organisations to encourage such innovation is not
likely feasible, although awards could be made in areas such as diversity management. Co-
operative collective mechanisms like Sector Councils could be encouraged to internalise the
spillover benefits within an industry. The same applies to labour-management co-operation in
general to assist the parties to escape from the prisoner's dilemma of non-cooperative
behaviour. Governments can play an important role in bringing stakeholders together to
devise research agendas that will have practical relevance, and to disseminate the results of
that research, as well as information on what works and what does not work in this important
area. Loans for individuals to finance human capital formation could be considered (just as
student loans exist) given the inability of individuals to use their human capital as collateral
for a loan.

Governments could also do their own experimentation in innovative workplace practices,
revealing the information about what works and what does not work in this area. Doing this
in Crown corporations could be particularly informative since Crown corporations run the
gamut, with some being close to government departments, and others being close to private
corporations.

Rethinking Productivity from a Workplace Perspective
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On the research side, it is tempting to simply conclude that more research is needed on the
effectiveness of any and all workplace practices. As indicated by the vast literature that
already exists (and that is only illustrated here), more mileage is likely to be gained by
synthesising that literature and by encouraging multidisciplinary interaction. A smaller
number of high quality studies incorporating the best techniques of the different disciplines
are likely to be more fruitful than a larger number of lower quality studies in a variety of
different disciplines.

Data that link behavioural outcomes of individual employees to the workplace practices of
their organisations is likely to be particularly useful to facilitate testing for the key
interactions and clusters that are important, and the context in which they will work.

More conceptual research is also merited on the barriers to workplace innovation and the
diffusion of that innovation, and perhaps getting information from the parties about the
importance of those barriers. Reducing such barriers could be a very cost-effective way of
encouraging those closest to the workplace the private parties themselves to develop best
practices in this increasingly important area.

Rethinking Productivity from a Workplace Perspective vi



Introduction

There is general agreement that productivity is the key to competitiveness in higher wage
countries that do not want to compete on the basis of a low-wage strategy. In this context, most
discussions of productivity have been at the aggregate level related to such factors as
technological change, the computer revolution, and efficiency gains from trade liberalisation and
the education of the workforce. These are important, but productivity essentially emanates from
the workplace and hence the link between workplace practices and productivity and
competitiveness the focus of this analysis becomes crucial. Workplace practices can be an
independent source of productivity and competitive advantage, and they can be a facilitator or a
barrier to the productivity gains that can come from the more aggregate factors hence the
emphasis in this paper on productivity at the workplace level.

In the global economy, where the prices of goods and financial and physical capital are
increasingly determined and fixed in world markets, the main source of comparative advantage
lies in the strategic use of human resources via the connection of workplace practices and
productivity. Higher wage developed countries cannot compete with the growing number of low-
wage developing countries on the basis of low labour costs; hence higher productivity to sustain
the higher wages is the only option. The issue is compounded by the fact that low-wage countries
that used to be low-productivity countries, are increasingly becoming low-wage and high-
productivity countries. For developed countries, standing still is not an option.

In the information economy, knowledge management and the management of change are
crucial components of firm performance and competitiveness. Human resource policies and
workplace practices are crucial to link knowledge and change management with firm
performance and competitiveness. Practices at the workplace can be a barrier or a facilitator in
that crucial link.

There is also general recognition that for human resource management (HRM) issues to be
"at the table" in the strategic planning of organisations' and such strategic planning is crucial
for global survival the human resource issues must be linked to the performance of the
organisation. Otherwise, labour will be thought of as a "cost to be minimised" rather than a
strategic source of competitive advantage.

The policy discussion on productivity has evolved into a broader discourse on innovation.
This is evidenced, for example, in Canada's Innovation Strategy as set out in two reports. The
title of those reports Achieving Excellence: Investing in People. Knowledge and Opportunity
(Industry Canada, 2002), and Knowledge Matters: Skills and Learning for Canadians (Human
Resources Development Canada, 2002) attest to the importance of the workplace as a site for
developing and using human capital to facilitate innovation and productivity. This is further
illustrated by a recent HRDC\ OECD (2001) symposium emphasising the importance of human
capital and social capital in achieving sustained growth. It is also illustrated in works by policy
analysts like Courchene (2001) as evidenced by the title of his recent book: A State of Minds:
Toward a Human Capital Strategy Future for Canadians.

The link between workplace practices and productivity is important for all stakeholders
employers, employees and governments. For employers productivity is crucial for competitive

Rethinking Productivity from a Workplace Perspective
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survival under global competition. For employees it is important for job security and sustained
real wage growth. For governments enhanced productivity is important for sustainable growth,
reduced unemployment, tax revenue generation, and for providing the means for a social safety
net and social programs in general. A growing economic pie is easier to divide than is a
shrinking pie, thereby easing distribution issues, which are a crucial concern of governments.

There is also growing recognition of the link between workplace issues and broader issues of
health and well-being. Enhanced productivity that is generated through increased stress and loss
of control at the workplace can be a false economy in the sense that it generates negative health
outcomes and health expenditures. On the other hand productivity improvements at the
workplace, generated through more positive mechanisms outlined subsequently, can enhance
compensation and job stability, which in turn can enhance health and well-being.

In essence, the way in which productivity is enhanced and the productivity gains shared are
important. Productivity improvement is not a be-all or end-all, especially as it relates to the
workplace. It is a means to an end, not an end in itself. The larger goal is higher living standards
and improved quality of life as well as broader social access to that quality of life for the "have -
nots" who are otherwise marginalized and excluded. Hence productivity improvements have to
be evaluated relative to their side effects, as well as to how their benefits are distributed. A
growing pie that is less equitably distributed need not be a societal improvement, especially if it
leads to growing tensions between the "haves" and the "have -nots" and social expenditures to
deal with the adverse consequences of those tensions. Understanding the distributional
consequences of the link between workplace practices and productivity thereby also becomes
crucial.

The analysis of the link between workplace practices and productivity is complicated by the
fact that it involves a variety of disciplines that often do not "speak to one another." Often within
each discipline they do not even speak to each other, especially since labour-management issues
are so often involved. The disciplinary perspectives include:

economics with its emphasis on market forces;

industrial relations with its emphasis on unions and collective bargaining;

human resource management with its emphasis on strategic management issues associated
with the personnel function;

sociology with its emphasis on social relations, power and conflict among groups;

organisational behaviour with its emphasis on psychological aspects of the individual; and

organisation theory with its macro emphasis on organisational structure, culture and
processes, especially involving transformations over time.

Our task and challenge in this analysis is to examine and synthesize the literature across
these different disciplines. The challenge is compounded by the fact that the different disciplines
often use quite different methodologies and languages. A multidisciplinary perspective is crucial,

Rethinking Productivity from a Workplace Perspective 13 2



however, given that the workplace involves the interaction of labour and management embedded
in the structure of the employer organisation (often influenced by the union organisation), and
subject to the constraints imposed by the economic environment and the social interactions of the
organisation.

As such, this paper takes an interdisciplinary approach, given the complex nature of the
issues, and the fact that in workplaces, social and economic policy goals converge. Major
streams of research in the key disciplines are covered with an emphasis on extracting the
"balance of the evidence" and the broad direction of the studies.

The focus of our analysis is on two interrelated issues:

The impact of workplace practices on various outcomes, especially related to productivity,
firm performance, competitiveness and innovation as they affect organisational performance,
which in turn directly feeds into the aggregate productivity and competitiveness of the
economy; and

Barriers to the adoption and diffusion of "best" workplace practices.

The study is organised as follows. Pressures from the "new world of work" that are giving
rise to the new workplace and human resource practices (the terms are used interchangeably
here) are first discussed to set the context in which the changes are occurring. Methodological
issues in measuring the impact of workplace practices on productivity and competitiveness are
then discussed. The various workplace practices are analysed and their impact on productivity
and competitiveness summarised. The workplace practices discussed here are the main ones
dealt with in the literature and are most fully documented in research. They include:

Job design, including job classifications and teams
Employee involvement
Compensation
Work time arrangements
Training
Diversity management
Workplace well-being programs

Rethinking Productivity from a Workplace Perspective 14 3



Pressures Giving Rise to New Workplace Practices

From the employer's perspective, global competition has increased the premium on flexibility
and adaptability, and this in turn has increased the need for a flexible and adaptable workforce,
often involving alternative work time arrangements and non-standard employment. The
emphasis on quality products has led to pressure on workers to deliver quality, and to
questioning of the traditional adversarial system and more attention to co-operative solutions to
labour management differences. Trade liberalisation has highlighted the imperative of high
productivity to sustain high wages in developed countries. Technological change, especially
associated with the computer revolution and the information economy, has increased the demand
for knowledge workers with the ability to do a wide range of ever-changing tasks. Outsourcing
and subcontracting are increasingly important, and downsizing has often reduced the size of the
workforce without a commensurate reduction in the work2 with the remaining employees often
required to do the work more intensely on the wide range of remaining tasks. Demographic
pressures from an ageing workforce are raising issues of recruitment and retention as well as
possible labour shortages.

On the employee's side, the ageing workforce is often seeking more flexible transitions into
retirement and the younger workforce is seeking more flexible school-to-work transitions. The
two-earner family is now the norm, and not the exception. As such, families increasingly face a
"time-crunch" in their endeavours to balance work and family, giving rise to pressures for
alternative work time arrangements, non-standard jobs, and workplace well-being programs. The
workforce is becoming increasingly diverse in other dimensions, especially with respect to
visible minority status, reflecting the changing composition of immigration. In such
circumstances, diversity management is becoming increasingly important, as are anti-
discrimination and human rights practices.

Given the increased mobility of financial and physical capital, governments are under
increased pressure to foster industrial peace and co-operation at the workplace and to reduce
costly regulations and initiatives that can deter business investment and the job creation
associated with that investment. As well, the prominent emphasis in Canada and throughout the
OECD has been on human capital developments as the key to growth, performance and
innovation.

Given all of the pressures for workplaces to change, and the responses of employers in
particular to those pressures, what impact have their resulting actions had on organisational and
employee performance?

Rethinking Productivity from a Workplace Perspective 15 4



Methodological Issues in Measuring Impacts

Prior to discussing the evidence on the impact of workplace practices on organisational
productivity, a brief discussion is provided of the methodological issues that make it extremely
difficult (although not insurmountable) to establish the connection between a workplace practice
and organisational productivity, let alone to measure that impact. Highlighting these issues is
important so that researchers, policymakers and employers can design cost-effective ways to
monitor and evaluate interventions to meet both operating needs and research needs.

Defining Workplace Practice and Productivity

First and foremost is the problem of delineating the workplace practice and defining
productivity. The difficulty of delineating the workplace practice is compounded by the fact that
changes in workplace practices are often introduced in bundles. In fact, integrating them into
bundles is generally regarded as a key ingredient of success. Similarly, integrating workplace
and human resource practices into the business strategy of the organisation is also often regarded
as a key ingredient of success. This means it is extremely difficult to determine the separate
impact of a particular workplace practice from that of other practices and from the impact of the
business strategy itself.

For example, an organisation may adapt a business strategy that emphasises high quality
niche production, and it may support that business strategy with a cluster of human resource
practices (e.g., employee involvement, team production, team compensation, job rotation, multi-
tasking and multi-skilled training) to enhance employee commitment to quality and the
organisation. In such circumstances, it would be extremely difficult to disentangle the separate
and independent impact of, say, employee involvement, and to disentangle its effect from that of
the business strategy itself. The data sets are seldom rich enough to have separate measures of
each workplace practice, as well as measures of different combinations of those practices to test
whether there are both independent and interactive effects, and to interact this with measures of
the business strategy of the organisation to see if the effectiveness of the HR strategy depends
upon integration with the business strategy.

It is also extremely difficult to determine the performance outcome that is, the dependent
variable. Direct measures of productivity (e.g., value added per worker) are not common at the
workplace level. Even if they were, a productivity increase could be an undesirable outcome as
well as a desirable outcome. If, for example, a new compensation policy was ineffective and
raised labour costs, the firm may substitute away from the more costly labour and use more
capital or other inputs. The remaining labour would be more productive (i.e., have higher value
added per worker) because it works with more capital or other inputs. In this case, the increased
labour productivity could be attributed to the new compensation policy, even though it was an
ineffective policy that induced an inefficient substitution of capital for labour.

The various studies that evaluate the effectiveness of different workplace practices use a
wide range of performance outcome measures. As illustrated subsequently, they can include
subjective assessments of the program's success, based on responses from employees and/or
employers. Job satisfaction measures have also been used, with the expectation that a satisfied

Rethinking Productivity from a Workplace Perspective 16 5



employee is a productive employee. More objective performance measures include absenteeism
and turnover pertaining to the labour input, or measures like output or quality rejects pertaining
to the output measure. Occasionally the studies have used measures of the "bottom line" the
stock market performance of the firm albeit this broad measure would not likely capture the
effect of the introduction of a small number of new workplace practices.

While it is easy to be critical of each and every possible performance measure that is used, it
is more difficult to come up with feasible alternatives. Besides, a wide range of measures is
likely desirable, to see if a consistent pattern prevails across different measures in effect, a
robustness test. As illustrated in the subsequent summary of the different evaluation studies, it is
generally the case that the different performance measures paint a similar picture.

Link between Employee Behaviour and Organisational Performance

As indicated, many of the evaluation studies use outcome measures such as job satisfaction,
absenteeism or turnover, with the presumption that improvements in these measures lead to
improvements in productivity or organisational performance. This is reasonable and is buttressed
by studies that report on the costs of absenteeism and turnover. Moreover, it is buttressed by the
recent literature that indicates a positive relationship between job satisfaction and performance,
albeit there is certainly not a consensus on the "happy-productive worker" thesis.3 Furthermore,
even if the happy worker is simply a happy worker and not a more productive worker, this can
still be a benefit to organisations if, for example, they are able to pay lower wages to attract and
retain employees given the favourable workplace practices that make them more satisfied (Drago
et al., 2001).

It is the case, however, that the link between these intermediate measures and organisational
performance can be very weak. Employees who are absent less often may be physically present,
but not productively present. Not all turnover is bad turnover, as is evident by the employee
churning that goes on in the dot.coms and that allegedly is a source of creative synergies and
knowledge transmission. While there are these weak links between the different outcome
measures and the measures of productivity, organisational performance and competitiveness, the
fact remains that they are readily observed measures that very likely are linked to productivity
and performance.

Dealing with the Complexity of Interrelated Factors

Any analysis of the relationship between workplace practices and performance will have to
deal with the problem of trying to control for the myriad of other factors that can affect
performance. The problem arises when these other factors that affect performance are correlated
with the workplace practices, in which case the workplace practices may be "picking up" the
effect of these other factors.

This is especially problematic because changes in workplace practices are very likely to
occur to accommodate other productivity related changes that are being introduced at the same
time. For example, the introduction of new equipment may be the time to change the workplace

Rethinking Productivity from a Workplace Perspective 17 6



practices to accommodate the new equipment. The shift to a Greenfield site, even if many of the
same employees are involved, may be the time to "modernise" certain workplace practices. A
new executive may bring new workplace practices. In these circumstances, is any change in
performance due to the changed workplace practice or to the other changes such as the new
equipment, the shift to a Greenfield site or the new executive?

The problem is particularly acute given the rapid changes that are occurring in the workplace
and business operations as attested by the phrases technological change, managing change and
the new world of work. Change is the essence of the new world of work, and this means it will
be difficult to isolate the independent impact of a single set of factors such as workplace
practices.

Reverse Causality

The link between workplace practices and productivity and performance conventionally is
thought of as a causal link in the direction of workplace practices affecting productivity. This can
obviously occur, and there are good theoretical reasons for that line of causation. However,
causation can also work in the other direction, from productivity and performance to workplace
practices.

In the "happy-productive employee" thesis, for example, the causality may also work in the
direction of a productive, thriving organisational environment creating job satisfaction most of
us would feel more satisfied in an environment where things were going well. Productive,
thriving organisations also may be able to afford workplace practices such as employee well-
being programs, or bonuses, or training or flexible work time arrangements. In such
circumstances, the workplace practice may be a by-product of the prosperity of a productive
organisation, rather than a practice that is introduced to enhance productivity. If so, conventional
estimates of the impact of the workplace practices (independent variable) on productivity
(dependent variable) may be picking up at least some of this reverse causality. The two can also
feed on each other. That is, a new workplace practice can enhance productivity, which in turn
enables the organisation to afford other new workplace practices.

Bias from Selection into the Program

People who enter a workplace program, such as a training program, may be more motivated
or they may be selected by management for such training on the basis of their being a potential
rising star. Workers with higher levels of formal education may be more likely to seek out, or be
offered, training opportunities. Such individuals are also likely to have other characteristics such
as connections, social skills and the ability to market themselves. These characteristics may
contribute to their success, with the training intervention being credited with the impact of these
other attributes. Employees who agree to a piece-rate scheme may be those who can easily
unlock their discretionary effort to be more productive. People who engage in telecommuting
may be those who are self-motivated and internally disciplined. Those who enter an employee
assistance program to deal with problems may be halfway there in dealing with the problem
since they recognise it and are doing something about it. Organisations that introduce a diversity
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management program may be progressive employers in many other dimensions that affect
performance.

In these situations, those who receive the "treatment" or workplace practice may be a select
group in terms of unobserved characteristics (e.g., motivation) that can influence productivity
and performance. They may sort themselves into those programs, or be selected into them, on the
basis of unobserved characteristics that can influence performance outcomes. Since, by
definition, these unobserved factors are not observed by the researcher, their effect cannot be
controlled for by conventional statistical procedures, and yet they may have a potentially
important impact on outcomes.

There are statistical procedures for dealing with possible selection bias, but they are
imperfect and usually involve very onerous data requirements. Randomly assigning people to the
treatment group (e.g., the workplace practice) and the non-treatment group (e.g., not
experiencing the workplace practice) would yield unbiased estimates of the treatment effect (e.g.,
of the workplace practice). But as a practical matter, organisations would seldom utilise such a
procedure in their work environment for the purpose of collecting data to do program evaluation.

Panel or longitudinal data have also been used whereby the same individuals are observed
over different time periods. This facilitates controlling for the conventionally unobserved
characteristics (e.g., motivation) that may influence the decision to enter the treatment group
(e.g., undertake training) because such unobserved characteristics are controlled for by being
"fixed effects" within each individual. The identification of the treatment effect occurs through
changes in the treatment across the same individuals over time (e.g., as individuals move in and
out of training). As a practical matter such longitudinal data are not common, especially because
the identification of the treatment effect often requires "deep" (i.e., many) panels over time.

Natural experiments can provide independent variation in the treatment (e.g., workplace
practices) so that there is not self-selection into the treatment group. But it is difficult to find
natural experiments at the workplace (or anywhere for that matter) since they require that people
be assigned to the treatment or non-treatment group on the basis of some independent "act of
nature." This could occur, for example, through an unintended loophole in a law or the accidental
introduction of a workplace practice but such procedures obviously are not common.

Lab experiments are commonly used in organisational psychology whereby individuals are
randomly assigned to different treatment groups (e.g., work teams of different sizes) or to a
treatment and control group, with different outcomes recorded (e.g., effort in solving a problem).
Since these typically involve small sample sizes (and hence imprecise estimates) in each
experiment, meta-analysis is often employed where the estimates of the treatment effects are
pooled across a range of studies. Such studies, however, suffer from the uncertainty associated
with the extent to which their results can be generalised to the "real world" work environment.

Bias from the Research and Publication Process

Biases may also occur in the reporting or research results in that there is a tendency to focus
on "winners." A set of workplace practices that led to the bankruptcy of an organisation is not
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likely to get reported if for no other reason that the organisation is no longer in existence.
Furthermore, the CEO who instituted such practices is not likely to want to appear on the cover
of a trade journal explaining why the practice failed. Even though we can learn as much from
failures as from successes, failures are not likely to be newsworthy and capture the public
attention. Such biases are obviously most likely to occur in case studies, especially those
reported in trade journals.

There may be a publication bias to the extent that publishers and reviewers may be less
interested in insignificant results even though that can be as important a finding as one that is
significant. Researchers themselves may be prone to continue modifying their analysis (or even
abandon it) if an insignificant or negative effect is found. Researchers themselves may "self-
select" to analyse workplace practices that they favour, and this could influence outcomes of
their research.

Biases from Reverting to Normal

Biases in estimating the impact of a workplace practice may occur if the workplace practice
was introduced at a time when the organisation was experiencing temporary negative
performance and over time reverts to its longer run normal performance. In such circumstances,
the workplace practice could be given credit for the positive change that was going to occur in
any case, as the organisation reverted to its normal performance.

The workplace practice may have been introduced as a policy to deal with the negative
organisational performance (not knowing that it was temporary and therefore the organisation
would be reverting to its mean performance). The often heard statement that "it takes a crises" to
get the parties to act on new workplace practices means precisely that the practice is likely to be
introduced when there is negative performance. It could even be possible that the practice was
introduced by a clever human resource manager or CEO who knew that the negative
performance was temporary, and that by introducing a new practice he or she would be given
credit for a proactive action that restored performance. In all of these circumstances, the new
workplace practice would be given credit for the positive performance increase as the firm
reverted to its normal performance.

Kling (1995, p. 30), for example, cites situations where businesses that were operating below
their expected productivity levels were more likely to adapt new employee training programs,
and that such programs were associated with significantly larger increases in productivity.
Clearly at least some of the productivity growth attributed to the training program could simply
be a result of productivity reverting to its normal, expected productivity level.

Hawthorne Effect

A "Hawthorne effect" can occur if the positive response of participants to the new workplace
practice is due simply to change and not to the ingredients of the program itself. The recipients
of the new workplace practices may be responding to the stimulus of the change itself, or
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because they know they are being monitored and evaluated. It may be the change or monitoring
or evaluation, rather than the workplace practice itself that is causing the performance change.

Such effects are more likely to occur in workplace practices where the initial exuberance or
stimulus is likely to wear off fairly quickly. This could be the case, for example, with employee
involvement programs, or employee ownership situations.

Short-run Versus Long-run Effects

Evaluating the impact of workplace practices is usually done on the basis of short-run
impacts. Long-run impacts are difficult to evaluate in part because of the difficulty of
accumulating long-run data on outcomes. Furthermore, after long time periods, other
confounding influences come into play, and it is difficult to separate these out from the impact of
the workplace practice. If retrospective questions are involved, recall bias is obviously stronger
after a prolonged time period after the workplace change.

Nevertheless, long-run impacts can be important especially since it may take time for the
workplace practice to embed itself in the culture of the organisation, and for its effect to work its
way through the system. This is compounded when the effectiveness of a practice depends upon
how it is bundled and interacts with other practices, and such bundling and interaction may take
time and even some experimentation.

Concluding Observations on Methodological Issues

These potential evaluation problems have two main implications for researchers,
practitioners and policymakers. First, the problems must be recognised so that we are
appropriately modest (and qualified) in the conclusions drawn from that literature. Second,
attempts should be made to expand beyond the separate solitudes of "monks talking to monks"
within each discipline, and to encourage cross-fertilisation across disciplines and methodologies.
It is with those caveats in mind that the literature on workplace practices will be assessed.
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Workplace Practices

There is a wide range of ways to categorise different workplace practices. Such categorisation is
complicated by the fact that the practices are often overlapping and come in bundles. Different
"buzzwords" are often used and the buzzwords can change over time. With these caveats in
mind, the practices analysed here are ones most commonly analysed and documented in
research. They are grouped into the following categories:

Job design, including job classifications and teams
Employee involvement
Compensation
Work time arrangements
Training
Diversity management
Workplace well-being programs

The format will be to first briefly describe the practice emphasising the features that are
likely to impact on productivity and competitiveness within organisations, and hence ultimately
on the economy as a whole. Generalisations based on the empirical literature will then be made,
referencing select studies for illustrative purposes. The literature review will be illustrative rather
than exhaustive in part because most of the studies deal with a variety of workplace practices,
and because the literature on any one of these practices is so extensive that a comprehensive
review of all the studies is beyond the scope of this analysis. Other studies provide partial
reviews of the existence oe and effects of what are often labelled as "new high-performance
work" (HPW) systems, which tend to involve a bundle of workplace practices including job
design, employee involvement, training and performance-based compensation.

Job Design

Job design generally refers to the nature of the job in terms of such features as the range and
depth of tasks, the nature of supervision, and the use of teams.

The "traditional" system is based on Tayloristic principles of scientific management where
time and motion studies were used to break tasks into their component parts, with a particular
individual responsible for a single "assembly-line" type of repetitive task suited to assembly-line
procedures. This led to a large number of narrow job classifications, each requiring minimal
training, with quality control coming through extensive supervision and separate quality control
units at the end of the procedure.

In response to the changing needs for flexibility and adaptability as well as for employee
commitment and quality control, employers often instituted "high-performance work" systems
with the opposite characteristics to those of the traditional system. The hope was to unlock the
discretionary effort that employees could provide if they were motivated and committed to their
job. Job design is one feature albeit a prominent one of the bundle of workplace practices that
make up HPW systems. While consultants have often emphasised specific stand-alone workplace
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interventions, it is when bundled into a coherent system of practices, especially when also
integrated into the overall strategy of the organisation, that such workplace interventions make a
coherent HPW system.

A variety of features are associated with the job design aspect of high performance work
systems. Job enlargement involves expanding the horizontal breadth of the job with employees
doing a wider array of tasks at a similar level. Job enrichment involves expanding the vertical
depth of the job with employees doing different jobs at different levels. Often this involves more
downstream interaction with suppliers and upstream interaction with customers. Broader-based
job classifications would accommodate this multi-tasking associated with the greater width and
depth of jobs. The intent is to rid the workplace of the phrase "it's not my job."

Job rotation and multi-skill training were often introduced to equip the employees to do the
wider range of jobs. Reduced supervision and job autonomy often accompanied the de-layering
of the old vertical command structure of organisations, with more responsibility and quality
control falling on the shoulders of employees themselves. Workplace teams frequently replaced
the former assembly line operation, with the teams often given self-managing responsibility for
scheduling, production decisions and quality control. Quality circles were often formed to elicit
information (especially for quality improvements) from those closest to the production decision
workers on the shop floor. Greater emphasis was often placed on selection to get the right
people, given the interrelated nature of the production process and the greater need for
interaction, commitment, co-operative team behaviour and quality control.

Empirical studies of these high-performance workplace practices generally find the
following:

The job design features associated with high-performance work systems generally led to
improvements in various outcomes such as job satisfaction and absenteeism, and ultimately
to productivity and firm performance. The job design features are often regarded as a
prerequisite for the more intensive or transformational changes associated with the bundle of
HPW practices.

The positive effects were more pronounced when the features were interacted with clusters
or bundles of other human resource practices rather than introduced singly.6 In fact, negative
consequences often accompanied their being introduced in isolation.7

The positive effects were also generally more pronounced when the programs were
integrated to fit with other corporate strategies of the business8 such as organisational
structure or the production or distribution systems such as those that emphasised total quality
management (TQM).

Combining the workplace practices into clusters and integrating them with other aspects of
company policy were easier in Greenfield sites (new start-up operations in new plants with a
new workforce, often in suburbs or industrial parks not associated with the history of the
"old" industrial locations), highlighting the difficulty of disentangling whether the enhanced
performance is attributable to the clusters of integrated policies or to new systems that are
free of the "cold hand-,of the past and not tied to the legacy of the old past practices.
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In part because of their success as a cluster of integrated policies, it is generally not possible
to rank the different components in terms of their relative importance (e.g., whether job
enrichment is more important than job enlargement).

The support of managers, supervisors and the union, if present, appear also to be key
ingredients of success.

There does not appear to be a "cookie cutter" one-size-fits-all set of job design features that
is appropriate in all situations. The features often have to be customised to the needs of the
particular worksite. In essence, "context matters" and sorting out detailed and specific
contextual effects is an important subject matter for future research.

Employee Involvement

As the name implies, employee involvement (EI) programs are characterised by employees
being involved in various aspects of the decision making of their organisation, ranging from
decisions pertaining to their job to decisions pertaining to specific issues such as training or
safety, to strategic decisions of the organisation itself. Various degrees can be involved including
individual employee suggestion schemes, team quality circles, joint committees in such areas as
health and safety and training, and stronger forms of joint governance including seats on the
boards of directors and even employee ownership of the organisation.

The empirical literature on the effect of employee involvement generally finds the
following:9

Employee involvement generally had similar positive effects as the job design programs
discussed previously. Similarly, they were more successful when combined with clusters of
other high performance work systemsl° and integrated with other business strategies of the
organisation, including its production and distribution dimensions as well as an overall
corporate philosophy that emphasises the mutual interests of employees and employers. The
tendency for employee involvement to yield positive effects, however, was by no means
universal, with many studies finding no effect and some finding negative effects.

The effects were more positive for job satisfaction than for productivity and performance,' I
indirectly suggesting that job satisfaction does not always translate into performance.

As with the job design features, it is not possible to rank the different employee involvement
initiatives in terms of their degree of success.

If unions are present, the support of the union is important for success:2

In spite of their apparent success, employee involvement programs often tend to be short-
lived. Reasons for this are not usually clearly delineated in the literature, albeit conflicting
with the views of middle management is often cited as a contributing factor.
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Employee ownership13 is generally associated with favourable employee attitudes in such
areas as job satisfaction, commitment and motivation, although increased stress from peer
pressure of other employees was also common. Generally positive effects are also found on
productivity and firm performance, although these results are more mixed.

Compensation

Compensation in pay and fringe benefits is regarded as a crucial element of strategic human
resource management for various reasons. It serves a wide range of purposes pertaining to such
dimensions as recruiting, retention, motivation, commitment, downsizing and matching the right
person with the job. It is generally regarded as a key ingredient in supporting other human
resource practices. For example, if work teams are to be encouraged then compensation should
be geared to encourage co-operative efforts within such teams. If multi-skilling is to be
encouraged to facilitate the multi-tasking, job rotation and lifelong learning associated with
broader-based job classifications, then more attention should be paid to pay-for-knowledge or the
wider range of skills necessary to do the wide range of tasks. If employee commitment to the
organisation is to be encouraged to facilitate quality improvements, then organisational
commitment to the employee may also be appropriate through compensation practices.

Compensation is also important since labour costs are typically 70 percent of total
operational costs (Blinder, 1990, p. 2). As well, there is a wide range of possible compensation
policies and they are subject to discretionary control on the part of management they are a
policy instrument that can be strategically changed (Milkovich, 1988, Gerhart, 2000). Unions
often mitigate that control when they are present; nevertheless, even in unionised environments
the compensation system is subject to bargaining. This is evident, for example, when old "pattern
bargains" have often broken down, with increased attention being paid to the particular market
forces that are impinging on employers and their "ability to pay."

The link between compensation on the one hand and productivity and performance on the
other hand is complicated by the fact that what matters is not only the level of compensation, but
also features of the overall compensation such as the deferred nature of compensation, the extent
to which it is compressed, and the nature of non-wage components such as pensions.

Deferred compensation is pay that is deferred or "backloaded" in that it is paid later in the
employee's career with the organisation. Deferred compensation can have positive productivity
enhancing effects in various ways. It can deter unwanted turnover because employees have an
incentive to remain with the firm to "collect" their deferred wage. This in turn can encourage
firms to invest in the training of such employees since there is less risk that they will be
"poached" by other firms. Deferred compensation can discourage "shirking" since employees do
not want to lose their deferred wage by being dismissed or not promoted in cases where deferred
wages are contingent upon promotion. Deferred compensation can foster commitment of the
employee and encourage employees to have an interest in the financial solvency of their firm to
ensure payment of their deferred wage. Deferred compensation systems can also deter persons
who know they are likely to be poor performers from applying since their performance will be
revealed over time and hence they may be denied their deferred compensation.
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The connection between compensation and productivity is further complicated by the fact
that some compensation systems may be more structured like tournaments with payment based
on relative rankings and not absolute performances. Such systems may be particularly appealing
when it is difficult to observe absolute levels of productivity or performance, but it may be
feasible to rank the relative performances. As well, such systems may be appealing if it is
desirable to attract persons who are willing to take the risk of entering such contests.

There is growing recognition that non-wage forms of compensation such as occupational
pension plans can be an important tool of strategic human resource management, used to affect
such factors as turnover and retirement." Final earnings pension plans, for example, can give
rise to substantial pension benefit accruals that are, in effect, a form of deferred compensation.
Subsidies to early retirement can facilitate voluntary downsizing, as can penalties to delayed
retirement. Rewards for reduced absenteeism can also be used to alter absenteeism.

In circumstances of team production and when increased attention is being paid to the ability
to pay of individual organisations or business units, group compensation schemes are also more
prominent. Pay is tied to the performance of the group or team and sometimes to the overall
performance of the company (the latter often termed gainsharing). Such plans usually have base
pay plus a bonus where the bonus is linked to observable measures such as costs, productivity or
profits. Such plans can encourage group or team behaviour as well as employee interest in the
financial viability of the organisation. They are often also accompanied by employee
involvement initiatives (so that employees can have a forum for influencing organisational
performance) as well as information sharing (so that appropriate bonuses can be verified). They
can foster resentment, however, if employees feel that their pay is based on elements over which
they have little control, or if they feel that others in their group do not contribute and yet they
share in the group benefits.

This highlights that what may work in one organisation or organisational structure may not
necessarily work in other environments. Salary inequality and tournament prizes may work in
situations where it is important to encourage individual efforts, ranking is feasible and attracting
risk takers is desirable. More compressed salary structures may work best in teams, when co-
operation is desirable and when individuals are unlikely to resent giving large individual
contributions that are shared among the group.

Given these caveats about the problems of linking pay to performance, the following
generalisations emerge from the compensation literature:15

Compensation strategies that link individual pay to individual performance generally have a
substantial positive effect on performance.I6

Pay strategies that link pay to the performance of the workgroup or organisation (e.g., profit
sharing and gainsharing) also generally have substantial positive effects on performance.'?

There is not agreement on whether such performance-based compensation practices are
universal best practices having positive effects on their own,t8 or whether their positive
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effects are contingent upon their clustering or interacting with other high-performance work
practices,19 or being integrated or fitting with the overall organisational business strategy.

20,2 1

Pay for knowledge or skill-based pay (i.e., pay for skills the employee possesses rather than
for the specific job done by the employee) generally has positive effects on performance.22
However, most of these studies do not consider the added cost of pay for knowledge that
arises because of the additional training needs or the fact that employees are often paid
according for the requirements of the higher skilled job categories in which they work.23

Pay satisfaction, often emanating from the perception of being paid "fairly" generally leads
to positive effects on objective measures of employee performance.24

Alternative Work Time Arrangements

A wide range of alternative work time arrangements including work sharing, job sharing,2'
compressed workweeks,26 flexitime,27 shift work, split shifts, overtime and unpaid leaves, have
become increasingly common because they meet the needs of both employers and employees.
Employers often prefer them because they meet their needs for flexibility and adaptability the

just-in-time workforce to meet their needs for just-in-time delivery. They may prefer work
sharing and job sharing because it enables them to continue to have access to their full
workforce. They may accept overtime in spite of its costs because it saves on the payroll taxes,
recruiting and training costs, and the possible termination costs associated with hiring new
employees. They may regard early retirement as a way of downsizing that also opens new
opportunities for junior employees. With the growing service sector, flexible work time is also
often preferred by employers because it enables them to meet the needs of their customerswho
often want service in non-conventional hours, especially given the time constraints of the

growing number of two-earner families.

Employees too are often willing to accept these arrangements especially given the needs of
two-earner families to balance work and family. Flexitime can avoid rush hour congestion,
unpaid leave can provide family time, and voluntary early retirement can be aviable alternative
to layoffs for an ageing workforce. While employees often prefer these arrangements for various
reasons, they also often "pay the price" for them in terms of poorer wages, benefits and job
security (Krahn and Lowe, 1998, Chapter 3; Lowe and Schellenberg, 2001).

The empirical literature on the effect of alternative work time arrangements generally finds

the following:

Compressed workweeks generally had positive effects on attitudes28 in favour of compressed
workweeks29 and they were preferred by'employees and even management, but the more
limited evidence in their actual effects on such factors as absenteeism and productivity is
mixed.39 They are generally found to lead to increased stress and fatigue.31

Flexitime generally had large positive effects on attitudes in favour of flexitime32 and usually
had positive (but often weak) effects on productivity and even more so on reducing
absenteeism33 and stress.34

Rethinking Productivity from a Workplace Perspective a7 16



Shift work is generally found to have negative effects on a wide range of employee
behaviours such as sleep, eating and increased absenteeism3D although a few studies find no
negative effect especially for persons who are already in good health.36

Teleworking or telecommuting is generally regarded favourably by employees as a way to
balance work and family time, and is associated with cost reductions and enhanced
productivity37 (although the latter is often attributed to the fact that more productive
employees chose teleworking).

Limited empirical evidence exists suggesting that overtime38 is associated with more
accidents, but the independent effect of overtime is virtually impossible to separate out since
overtime is also associated with a general increase in the pace of regular work and a
reduction in supervision (both of which can also increase accidents). As well, overtime is
done by experienced workers who are less accident prone compared to new workers who
otherwise may be hired, and who may be even more accident prone because of their lack of
experience. Overtime is also associated with an increase in subsequent absenteeism, but only
if the overtime is involuntary.39

Work sharing and job sharing (although generally not widespread) are generally found° to
be favourably regarded by employers and especially employees, with the perceived benefits
(mainly in terms of employee morale and retaining employees) generally regarded as
exceeding the costs (mainly in terms of additional administrative and scheduling costs, and
fringe benefits).

Little empirical evidence exists on the impact of company leave policies on productivity,
costs and competitiveness. The studies that exist simply provide subjective views usually
only of the perceived benefits (e.g., employee morale, training, reduced absenteeism) without
any evidence of the costs (e.g., temporarily replacing the employee). Favourable perceived
benefits are generally found.'"

Training

In the link between workplace practices on the one hand and productivity and
competitiveness on the other hand, training is invariably regarded as a key ingredient. This is
especially the case since training facilitates adjustments on both the "downside" (e.g., layoffs,
and skill obsolescence) and on the "upside" (e.g., skill shortages, relocation needs). In fact,
training can facilitate adjustment in the direction of market forces from declining sectors and
regions to expanding ones. Training and retraining are regarded as key ingredients to facilitate
the "lifelong" learning that is increasingly regarded as crucial for knowledge workers to deal
with the rapid and constant changes brought on by the new technology. Multi-skill training is
also regarded as a key ingredient of the multi-t6sking that is associated with broader job
classifications, multi-tasking and job rotation.

While there is general recognition of the importance of training, there are potential market
failures that reduce the incentives for the private parties to pay for or engage in training. Firms
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have to worry about the "poaching problem" whereby if they pay for or provide training that is
generally usable in other firms, they may loose their trained workers to other firms that do not
train but simply "bid away" the trained workers. To avoid this, the firms that provided the
training would have to match those offers, in which case they would have "double paid" paid
for the training, and paid for keeping their trained workers.

In such circumstances, employees should have the incentive to pay for such generally usable
training since they reap the benefits in the form of higher wages. They may not be able to afford
to do so, however, either by directly paying for the training or by accepting a lower wage in
return for the training. Furthermore, they may not be able to borrow because they cannot use
their human capital (i.e., the additional training) as collateral for a loan (unlike a conventional
loan for say a house or a car, where they can use the asset as collateral). As a result, there is a
distinct possibility for there to be "underinvestment" in training even if it can profitably enhance
productivity and competitiveness. The issue is exacerbated in a country like Canada that has
often relied on immigration as a source of skilled labour, possibly at the expense of developing
an indigenous training system. Stigmas against "vocational" education further exacerbate the
problem.

In spite of the potential importance of training, few empirical studies have examined the
impact of training on the productivity and competitiveness of firms. Most studies have looked at
the impact of training on the wages and employability of individual workers. Some case studies
have also examined the effect of particular company training programs (usually executive or
supervisory training) on supervisory ratings or on the trainee's perception of the effectiveness of
the training, without any assessments of whether the generally positive perceived benefits
outweigh the cost, including the time cost.

The empirical literature42 on the effect of private sector workplace training generally finds
the following:

The dearth of rigorous firm-level evaluation of the effect of training on productivity and
competitiveness has been recognised and commented upon by many evaluators.

The case studies of particular training programs (usually of executivesor supervisors) tend to
find that the parties perceive the training to be beneficial, but the analysis does not indicate if
the benefits exceed the costs of training.

Training generally enhances the earnings and employability of recipients, but again it is not
clear that this offsets the costs.

The earnings gains from training usually come from increased employment (hours or weeks
worked) rather than from higher wages.

Better training outcomes tend to be associated with the following: more private sector
involvement; on-the-job as opposed to institutional training; tight, buoyant labour markets.

The economic return to training appears lowest for disadvantaged workers, highlighting that
there likely is a trade-off between equity and efficiency in this area.
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Studies that have evaluated the effect of training on firm performance generally find positive
effects in terms of productivity, but again this is not related to the costs.

The profitability of training is often simply inferred from the fact that "if it occurs it must be
profitable."

Diversity Management

As indicated previously, the workforce is becoming increasingly diverse with respect to
various dimensions such as gender and ethnicity. The trend is expected to continue, with most of
the new growth in employment coming from women and visible minorities. In such
circumstances, diversity management is often regarded not so much as a "regrettable necessity"
but rather as a "good business practice" (Jain and Verma, 1996). This is so because if the
supplier and customer base is also increasingly diverse, then it makes sense to have internal
employees who can effectively interact with that diverse supplier and customer base. In a world
of globalisation this is especially the case since suppliers, customers and joint ventures and
alliances are increasingly situated in other countries. As well, discriminatory action by employers
by definition means that the best persons are not being hired or promoted, and that a pool of
talent (usually of lower pay) effectively is not being utilised. Once they are hired, it also makes
good business sense to facilitate their integration into the workforce, especially given the greater
importance of workplace teams and employee involvement. Forcing unnecessary conformity on
persons of diverse cultural and ethnic backgrounds can also be counterproductive.

Arguments are also often made that legislative initiatives in these areas (e.g., equal pay, equal
employment opportunity and anti-discrimination laws) are not as costly to employers as they first
appear because they compel employers to rationalise their internal practices with respect to
recruiting, hiring, pay and promotions in ways that they should have done in the first place.
While there may be some truth to these assertions, it is likely more realistic that these
rationalisations may offset some of the costs.

The empirical literature in this area tends to focus on the impact of equal pay, equal
employment opportunity and other anti-discrimination on the wages and employment
opportunity of the target groups. Little systematic evidence exists on the impact that voluntary
workplace practices related to diversity management have on productivity and competitiveness,
in part because of the difficulties of precisely identifying a diversity management "intervention."
With these limitations in mind, the following generalisations emerge from the limited empirical
literature in this area that deals with the ultimate effect on productivity, firm performance and
competitiveness:

Organisations that have engaged in discriminatory practices have incurred excessive costs by
not hiring the most productive or lowest cost employees who are qualified for the job.43

The administrative costs of responding to equal employment opportunity legislative
initiatives are generally quite small, especially when contrasted to the possible costs of
litigation through the courts.'"
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The administrative costs of pay equity initiatives appear more substantial in part because of
the cost of job evaluation procedures.4'

Following non-discriminatory employment practices and expanding the hiring and promotion
opportunities of minority groups is associated with other favourable outcomes such as
increased productivity, reduced turnover and rationalised internal human resource policies.46

Diversity in work teams tends to lead to more creative and better solutions,'" especially when
combined with diversity training and union support.

Workplace Well-being Programs

Increased attention is being placed on workplace well-being or employee assistance
programs for a variety of reasons. With the growth of two-earner families, "family friendly"
policies become more important to assist in work-family or more generally work-life balance.48
For knowledge workers in the information economy, physical fitness is not acquired on the job,
as it often was with blue-collar work. With the increased stress that often comes with the high
performance workplace49 as well as downsizing and balancing work and family time, stress and
alcohol and substance abuse become more paramount. With increased pressure from wrongful
dismissal claims and hence the difficulty of simply "getting rid of" problem employees, more
attention is placed on dealing with these issues internally through employee assistance programs.
Societal norms have also changed such that these issues are now more out in the open they are
issues to be dealt with and not simply hidden. Employers who want a high commitment
workforce may also want to try to show their commitment to their employees, recognising that
commitment is a two-way proposition. In many cases, such programs may help in recruiting and
retention as well as reduced absenteeism. Employers are also increasingly aware of the rising
costs associated with such factors as absenteeism, supplementary health benefits such as drug
plans and long-term disability (Duxbury and Higgins, 2001).

In such circumstances, employers have often introduced workplace well-being programs in
such areas as child care, counselling, alcohol and substance abuse, smoking policies, stress
management and fitness programs. Many of these programs focus on employees' health related
attitudes and behaviour, rather than addressing the underlying causes that may exist in the work
environment and that contribute to the behaviour that leads to the need for the wellness program.

Evaluating the effectiveness of such programs on productivity and competitiveness is
extremely difficult for a variety of reasons. The types of employers who introduce such programs
are likely to be the type of "progressive" employer who utilises a wide range of other practices
that can affect productivity and competitiveness. Sorting out cause and effect also is extremely
difficult because employers who are already very profitable may be more likely to be able to
afford such programs. One of the benefits of these programs is that employers may be able to pay
lower wages in return for such programs if they are considered desirable by employees, yet this
is difficult to calculate and incorporate into the evaluation. As well, in the area of employee
assistance programs, any biases created by the selection of employees into the programs can be a
particularly important factor to consider in the evaluation exercise. In part because of these
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difficulties of formal evaluation, many of the assessments are simply qualitative and anecdotal,

usually simply extolling the virtues of such programs.

In spite of the difficulties of evaluation, the following generalisations emerge from the

literature on the impact of workplace well-being programs on productivity and competitiveness:

"Family friendly policies" in generals° (e.g., parental leave, flexible scheduling, child care or

child care referral services) tend to have positive effects on such factors as employee job

satisfaction, absenteeism and turnover.

Supervisory supports] for work-family programs is crucial for their successful

implementation so that employees are not reluctant to utilise them if present.

Employer assistance in the provision of child care52 is generally found to yield benefits in

such areas as recruiting, retention, absenteeism, tardiness, stress, moral, scheduling, public

image, productivity and earlier return to work after maternity leave. Most studies focus only

on benefits without relating them to costs, although some find that benefits exceed costs or

that it is impossible to determine the net effect. The main concern of employers tends to be

with respect to liability costs, concerns over the quality of the child care, and the inequities

for employees who do not have children who need formal child care.

Employee health and fitness programs53 (e.g., health education and promotion, disease

management, health risk screening, smoke cessation, and in-house fitness programs) are

generally found to yield positive benefits.

Stress management programs generally yielded positive perceived benefits to the recipients54

and usually positive organisational outcomes such as reduced absenteeism and turnover," but

the results are not uniformly positive.56

Smoking bans57 at the workplace generally lead to cost saving through reductions in

absenteeism, maintenance and insurance costs, and time lost to "smoke breaks," but such

studies have not examined other costs such as quitting of disgruntled smokers or the costs of

maintaining separate smoking areas, or the costs of people leaving the premises to smoke.

Alcohol and substance abuse programs58 tend to yield substantial benefits in such areas as

reduced absenteeism, accidents and grievances, in part because of the problems that are

otherwise associated with these programs. Since alcohol and substance abuse are often the

symptoms of other problems, however, it is difficult to separate out the independent effect of

these programs. As well, employees who voluntarily enter these programs may already have

been on the road to dealing with the problem even without the program.

More general employee assistance and counselling programs'9 tend to yield benefits as found

in the other programs (e.g., reduced stress, absenteeism, lateness and turnover and increased

job satisfaction and morale) but with the same issues with respect to whether the benefits

exceed costs to employers.
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In general, workplace well-being programs appear to yield substantial benefits, but there is
greater uncertainty as to the "business case" for such programs in terms of benefits exceeding
the costs to employers.60 They appear to be beneficial to employees who utilise the programs
and perhaps to society in general, but the link to productivity and competitiveness (if such a
link is necessary) is tenuous. The evaluation of these programs is also likely to be fraught
with the most severe evaluation problems.
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Barriers to Diffusion

In spite of all of the qualifications in the evaluation literature, it does seem to paint a picture of
the new workplace practices being successful. In fact, it is easy to be left with the impression:
"We know what works the puzzle is why they are not more commonly adopted and diffused
throughout other workplaces." This concluding section deals with the barriers to the diffusion of
what appear to be successful workplace practices.61

We Do Not Know What Works

In spite of the statement above, the fact is that we may not know what works. Importantly,
we may not know the processes and mechanisms that link interventions to certain outcomes, and
what combinations of workplace contexts and employee characteristics are influential in this
regard. Even if we know that some interventions can benefit workers and firms, we may not
know how, when and where they are most successful.

The biases and qualifications discussed in the section on methodology suggest that we should
be extremely modest about conclusions in this area. If we as researchers should be extremely
cautious, perhaps employers are behaving quite rationally about being extremely cautious,
especially given the cost implications of adopting practices that could be failures. They are in the
business of making strategic decisions, and it may well be presumptuous of us to suggest that we
know what works but they are uninformed in that area.

This is especially the case since many of the evaluation studies indicate that the workplace
practices yield benefits. Few of them indicate that the economic benefits exceed the economic
costs, especially to the organisation, let alone whether the broader social benefits exceed the
social costs. Yet it is the benefits relative to the costs that matter for the organisation and for
society. It may well be that the organisation perceives the benefits, but does not believe that they
exceed the costs, and hence does not adopt the practice.

We Do Not Know if It Works in a Different Environment

Even if the information is overwhelming that most of these practices work (even to the point
of the economic benefits exceeding the costs to the organisation), it may be that they work in the
environment where they exist, but this does not mean they will work in other environments. In
fact, it is to be expected that businesses are likely to adopt them only in environments where they
would be expected to work. After all, they are in the business of making such business decisions.

The possibility that they are likely to work mainly in the environments where they are
already adopted (and that success may not necessarily be transplanted into other environments) is
enhanced by the evidence that many seem to work best when they are adopted in interactive
bundles and integrated into the business strategy of the organisation. Not all organisations may
have the same capacity for such bundling, and not all business strategies are likely to be capable
of such integration.
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Managerial Resistance

The previous discussion implied that organisations might be correct in not adopting
workplace practices just because they work elsewhere. They have strong incentives to be correct,
and may not be in business long if they bypass good business investments including investments
in human resource practices.

While competitive market forces should move them in that direction, it is possible that there
can be managerial resistance to many of these changes, and it may take considerable time for
competitive market pressures to overcome that managerial resistance. Managers may not be well
informed and know their full range of options or the costs and benefits of a particular
intervention. They may also not fully value the strategic importance and incorporate them into
their goals. Managers may be especially reluctant to adopt workplace practices that involve a
loss of managerial prerogatives and control. This can definitely be the case with programs such
as employee involvement, information sharing and reduced supervision. Itcan even be the case
with programs like flexitime when the employee's hours do not overlap with the hours of
management, or with telecommuting where there is minimal contact. Even with respect to
"Taylorism," Frederic Taylor pointed to front line supervisors as the greatest source of resistance
to his "reforms."

Managerial concerns may be especially prominent when the introduction of the practice may
be irreversible, or at least difficult to reverse, perhaps because they raise employee expectations

that is, where "the genie cannot be put back in the bottle." This can be the case, for example,
with many forms of employee involvement, or alternative work time arrangements, or diversity
management or workplace well-being programs. It could be difficult, for example, to cancel a
joint committee or a flexitime policy or to close an "in-house" day care centre once they were
established.

In the case of these irreversible practices, conservatism in adopting them may be a rational
response on the part of management. If a business venture does not turn out, it may be easy to
reverse that decision. If a workplace practice venture does not turn out, it is more difficult to
reverse that decision given that the employees may have adjusted their expectations and perhaps
even lifestyles according to workplace practices. In such circumstances, conservatism with
respect to the adoption of workplace practices may well be a rational policy.

Employee Resistance

Resistance on the part of employees may be more understandable since they are not directly
under competitive market pressures to adopt the most efficient workplace practice. Often such
practices involve dramatic change in the way they have done their job, and for which they have
developed skills, experience and even "job rights" or "job ownership" around their position.
Many of the changes are "competency destroying" and involve "unlearning" the traditional ways
of doing tasks. They may involve shifts to new departments and locations. "Change fatigue" can
occur given that change is stressful and creates uncertainty, new demands and often increased
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work loads. Job security may be threatened by the workplace change, which understandably may
encourage workers to resist such change even if it were efficient for the organisation.62

In such circumstances, guaranteeing a degree of job security may be one of the most effective
ways to reduce resistance to such change. It is well known that the core workers in Japanese
organisations tend not to resist change, and indeed often embrace it, because they have a degree
of employment security through the lifetime employment system.

If the new workplace practices are efficient, then, by definition, they should provide the
means to compensate the losers and make them better off. That is, a larger pie can always be
divided with a larger piece given to each recipient. The problem is that there is no guarantee that
such compensation will occur that is, that employees will share in the benefits of efficient
workplace practices that affect their everyday lives, but where the benefits may go elsewhere.

Having said that, it is also the case that while employees may not be under direct competitive
market pressures, as are employers, to adopt the most efficient workplace practice, they are
certainly under similar indirect pressures to adopt them. Their conventional jobs (and certainly
the pay associated with those jobs) may simply not be there for long if they do not adjust.
Whether this indirect pressure induces them to adopt the most efficient workplace practice likely
depends upon the strength of that indirect pressure. If outsourcing or relocation to a Greenfield
site or to another country is a credible threat on the part of the organisation, then employees will
likely adjust. They will also likely adjust if they share in the benefits of the efficient new
practices.

Union Resistance

The resistance on the part of employees can be particularly prominent if unions represent the
employees, in part because unions provide the infrastructure for collective action. In a unionised
environment, for example, almost all of the issues associated with the workplace practices can be
dealt with in the collective agreement. Understandably, this can inhibit the diffusion of the
workplace practices that otherwise may occur in an unfettered fashion if management had
unilateral control.

Unions and their leadership understandably may feel threatened by workplace practices that
can undermine the authority and perhaps even very existence of the union as an institution. They
may feel that co-operation with these programs is essentially co-option into essentially a
managerial philosophy. This is especially the case with employee involvement programs to the
extent that they involve direct dealings between management and the workers.6 Job enlargement
and job enrichment may simply be regarded as employees taking on more tasks (i.e., multi-
tasking) for the same pay. Contingent pay systems move against the union principle of "taking
labour out of the labour market" and subjecting labour to the vicissitudes of the market over
which they have little or no control. Compressed workweeks go against the historical battle of
unions for the eight-hour day. Shift work and split shifts are often resisted because of the
disruption they can impose on workers' personal time. In these and other circumstances, unions
may inhibit the unfettered diffusion of workplace practices.
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Unions can also rationally engage in an "end game" strategy in situations where the industry
is in decline and hence is not attracting new firms that could otherwise put pressure on existing
firms to innovate and compete with the potential new entrants. In such a situation, the rational
strategy for the union may well be to not engage in activities that can be costly to the existing
membership (e.g., concession bargaining, some new workplace practices) unless therewas some
hope that this would sufficiently rejuvenate the industry or the position of their organisation
within a declining industry. In these circumstances, the slow diffusion of innovative workplace
practices is a result of the absence of effective competitive pressures to adopt such practices.

In other instances, however, unions can facilitate certain workplace practices. This is the
case, for example, with joint committees, employee ownership, pay and employment equity, and
workplace well-being programs. Especially in craft trades where unions run the hiring hall
(e.g., in parts of construction), they may also facilitate training by negotiating for a training fund
and by jointly running training programs.

Legislative Barriers

Legislation can also (usually unintentionally) create barriers to the adoption and diffusion of
new workplace practices. This is especially the case since the current legislative and regulatory
framework was designed for the "standard" job and career, established in the "old world of
work" often characterised by a male-dominated, blue-collar workforce in large, fixed,
manufacturing work sites, protected from competition by tariffs and the lack of global
alternatives. Such laws can inhibit, for example, compressed workweeks if they violate daily
hours of work limitations (albeit exemptions can usually be obtained). Payroll taxes can inhibit
worksharing to the extent that ceilings exist on such taxes so that an incentive is created to work
the existing workforce long hours (since no further payroll taxes are incurred if they are at the
ceiling) rather than to hire new workers. Unemployment insurance provides income support in
the event of layoffs, but it does not provide income support from reductions in contingent
compensation in the event of pay reductions (except for the small worksharing component of
employment insurance programs).

To the extent that there is limited scope for policy interventions at the workplace, and likely
to be opportunities for this in the near future, employers will have to become more active
partners with other stakeholders to address the "public" aspects of workplace change.

Short-term Focus

Managers have often been accused of having a short-term focus on the immediate "bottom
line." Their time horizon may be the next quarterly statement. The diffusion of workplace
practices may be inhibited by the fact that their costs tend to be short-run, immediate and
obvious, while the benefits may be longer run and diffuse. Yet new workplace practices may
need time to grow and be nurtured and inculcated into the structure and business philosophy of
the organisation. This is especially the case if the right clusters or bundles have to be found, and
if the practices have to be integrated with the business strategy of the organisation.
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While such myopia on the part of management can inhibit the adoption and diffusion of
workplace practices, it is difficult to see why such myopia should prevail and survive in a
competitive environment. It is difficult to understand why management should not be able to
determine its appropriate time horizon for investment purposes, including investments in new
workplace practices. Certainly, organisations hope to be around for a long time, and the market
should be able to see through and appropriately discount any myopic decisions on the part of
management. In essence, if employers are bypassing profitable opportunities to adopt certain
workplace practices, this should show up in the market valuation of firms.

In a non-competitive environment, as in the public and not-for-profit sectors, there would not
be competitive pressures to adopt and diffuse otherwise profitable workplace practices. In these
sectors, which are crucial for the infrastructure and the overall vitality of the economy and
society, the adoption and diffusion of "best practices" will depend upon political and social
pressures. Such pressures may also be short-run, geared, for example, to the next election.

Workplace Practices as a Source of Competitive Advantage

In the global economy, where conventional sources of competitive advantage can be easily
replicated and where prices of capital and goods are often fixed on world markets, the strategic
use of human resources becomes an important source of competitive advantage. This is
especially the case for high-wage countries that cannot hope to compete with low-wage countries
on the basis of reducing their labour costs to those of the low-wage countries.

In such situations, it may be completely rational for organisations that have developed cost-
effective workplace practices to disguise, or at least not advertise, the success of those practices,
and to keep them as confidential. They could well be regarded as "jealously guarded trade
secrets" to keep from competitors and certainly not to share with competitors. Of course, this is
harder to do with workplace practices since they tend to be observable to the outside, but there is
certainly no incentive to make them more observable or easier to replicate. In essence, the
successful innovators have a built-in incentive not to have their success stories diffused
throughout the industry. They could even have a perverse incentive to have their failures
diffused! In such circumstances the lack of diffusion of effective workplace practices is the
normal response of competitive market forces. The barrier to diffusion is the firm's incentive to
use its innovative workplace practice as a source of competitive advantage.

This could raise the larger question of whether competitive market forces overall are a barrier
to or a boon to innovative activities, including workplace practices. They may be a barrier for the
reasons discussed. But they are also a boon in that they provide the incentive for firms to
innovate to achieve this source of competitive advantage. This is akin to the issue of whether
competitive market forces provide the optimal degree of research and development. Formalising
the conditions under which that occurs with respect to workplace practices is an interesting issue,
but beyond the scope of this analysis.

Rethinking Productivity from a Workplace Perspective 38 27



Barriers to Co-operative Actions

The previous discussion highlighted that the slow adoption and diffusion of innovative
workplace practices may well reflect the rational responses of organisations as well as
entrenched interests of management, employees and unions. The implication was that the slow
adoption and diffusion need not reflect mistakes except insofar as entrenched interests were
barriers to the parties collectively developing a response where they abandoned their own
individual protective stance for the joint gains that could make them all better off. In essence, the
individual actors may have been trapped in a "prisoner's dilemma" where they each acted in
their own self-interest when co-operative action would have provided a "win-win" potential.
This is, of course, the rationale for co-operative action in this area.

There are, however, significant barriers to co-operative collective action in this area. This is
so especially given the history of adversarial labour relations that often sets up a self-fulfilling
system of "state dependence" where mistrust breeds further mistrust. This is fostered by the
common belief in industrial relations that conflict is an inherent, natural part of the system. This
is understandable, even in the area of workplace practices that could benefit all parties. The
different parties will invariably experience different costs and benefits, and hence there will be
distributional issues (and hence potential conflict) even if the practices are efficient. A growing
Pie can still lead to conflict over how it should be divided.

Overall, there is a lack of appropriate forums or policy instruments to bring stakeholders
together to assess needs, to work out roles and responsibilities, and plan co-ordinated actions.
This is fostered by federal-provincial tensions that have been obstacles to resolving labour
market issues. Since employers are the main actors in this area, one role for governinent is to
create and disseminate information, and to convene stakeholders to devise new partnerships.
Sector Councils appear to have been a useful step in this direction (Gunderson and Sharp, 1998).

While there can be significant barriers to co-operative collective action that could otherwise
facilitate the adoption and diffusion of efficient workplace practices, those barriers are likely to
be under more pressure to dissipate when the benefits of the workplace practices and the co-
operation to achieve them become more apparent. Presumably that lies behind recent initiatives
such as Sector Councils, alternative dispute resolution procedures and labour-management co-
operative strategies. Whether these are sufficient to facilitate the diffusion of efficient workplace
practices, however, is an open question.

Externalities and the Poaching Problem

The diffusion of workplace practices can be inhibited by the possibility that it is difficult to
determine who should pay for such practices. Even if that is determined, it may be difficult to
devise mechanisms for such payment.

In the training area, for example, firms may be reluctant to pay for or provide generally
usable training that can be used in other environments because of the "poaching problem" the
trained employees may be lured away by other firms. In such circumstances, employees have an
incentive to pay for such training since they benefit by it because it commands a higher wage
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given their generally usable skills. Employees, however, may not have the means to pay for such
training. Furthermore, they are inhibited from borrowing to finance the training (or human
capital formation in general) since they cannot use their human capital as collateral for the loan
(unlike a loan for a car or a house where they can use the asset as collateral for the loan). The
lending institution cannot repossess an individual's human capital, since it is inseparable from
the borrower, and they cannot repossess the borrower.

In such circumstances, the inability to finance many human capital investments can be a
barrier to their being adopted and diffused throughout the workforce. In the "old world of work"
this may not have been much of an issue to the degree that employees tended to remain with an
organisation so that employers had an incentive to invest in their employees. However, in the
"new world of work" where employees may have less guarantee of stable employment, this issue
of who should pay for general human capital becomes more of an issue.

While the illustration here was with respect to training, the same issues apply to any general
skill acquisition that can be associated with workplace practices. This could be the case, for
example, for employees who have multi-skilling to engage in job enlargement or job enrichment
or job rotation, or who can work in teams and contribute to quality circles.

Public Goods Nature of Workplace Innovations

A significant barrier to the development of innovative workplace practices is that such
practices have the twin characteristic of a public good: (1) the potential benefits are equally
available to all market participants, and (2) the market mechanism does not provide a means to
extract payment from those who benefit, to reward those who innovate. In such circumstances,
conventional market mechanisms will be providing a less than socially optimal amount of such
innovative practices,64 including workplace practices (Gunderson, 1986, p. 127). Quite simply,
the parties who innovate bear the full costs of their innovation (including the cost of failures), but
they cannot appropriate the full benefits since competitors can quickly emulate successful
innovations and bypass the failures. As such, they are reluctant to innovate by as much as they
would if they could appropriate the full benefits of their successful innovations.

This is the rationale, of course, for patents in product markets to encourage innovation in
research and development. The patents give the innovator a captive market for a period of time
to recoup their research and development costs and hence to encourage innovation. The optimal
length of the patent, of course, is a difficult issue to determine in product markets, but few would
argue that it should be zero. Yet patents are not feasible in the area of workplace practices in
effect their length is zero. In such circumstances, it is understandable that individual
organisations may be reluctant to engage in innovative workplace practices.

Obviously, firms that engage in innovative workplace practices can appropriate some of the
benefits. They may achieve a short-run edge over their competitors until the practices are
replicated. They may build a reputation as an innovator and this may help them in recruiting and
retention. Firms may also form industry associations or Sector Councils that support the
collective development of such practices for the industry. In some cases, the costs may be so low
than any benefits would exceed the costs. But it is easy to see why individual organisations may
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not appropriate the full benefits and hence why there is insufficient incentive to engage in
innovative workplace practices. This applies to the full range of innovative workplace practices
outlined previously, including job design, employee involvement, compensation, alternative
work time arrangements, training, diversity management and workplace well-being programs.
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Overview, Policy Implications and Needs for Further Research

A wide range of methodological problems in evaluating the impact of workplace and. human
resource practices on firm-level productivity and competitiveness were identified. These
difficulties include:

Defining and distinguishing different workplace practices (especially when they are
combined in bundles and have key interactions), and defining and measuring productivity
and competitiveness outcomes at the workplace level;

Establishing the link between employee attitudes (satisfaction, motivation, commitment) and
behaviour (absenteeism, turnover, effort) on the one hand, and organisational performance on
the other hand;

Dealing with the complexity of interrelated factors that can affect firm performance,
especially when they are often linked to changing workplace practices;

Reverse causality may run from firm productivity and performance influencing the
establishment of different workplace and human resource practices;

Bias from various factors including: selection of particular employees into the workplace or
human resource program; selection of the evaluation results that get published or expounded
in the media; and biases from introducing workplace practices to deal with temporary crisis
situations that may revert to normal;

Hawthorne effects whereby employees respond to any change; and

Difficulties in evaluating the long-run impacts of the new workplace practices.

These limitations suggest that the generalisations that emerge from the evaluation studies
should be regarded with appropriate caution. Subject to that caveat, the following generalisations
emerge, many of which have practical implications for employers considering such practices
(with more detailed summaries provided in the text when each workplace practice is evaluated):

Most of the new workplace practices such as the job design features associated with high
performance work systems, employee involvement, pay for performance, compressed
workweeks and flexitime, work sharing and job sharing, multi-skill training, diversity
management, and workplace well-being programs had positive effects on employees
(satisfaction, tardiness, absenteeism, commitment, motivation, effort, performance), which in
turn positively affected firm performance, productivity and competitiveness.

Success of the workplace practices was enhanced when they were: (1) combined in clusters
or bundles of reinforcing practices, (2) integrated tofu with the overall corporate strategy of
the business, (3) supported by managers, supervisors and the union, if present.

Rethinking Productivity from a Workplace Perspective 4 2 31



These ingredients of success were generally easier to combine in new Greenfield sites,
unencumbered by historical practices.

In part because of the importance of clustering and integrating to fit with the corporate
strategy, it is not feasible to rank the different workplace practices in terms of their individual
effect on individual and firm performance in essence, context and fit matters.

In general, but not always, practices that led to more favourable employee attitudes in areas
such as satisfaction, morale and commitment, also led to more favourable performance
outcomes for the individuals and their firms.

While favourable outcomes often occurred for employees, unfavourable by-products also
often occurred in such forms as stress, and polarisation between "good jobs" and "bad jobs."

In view of these generally favourable outcomes on employee attitudes and performance, and
ultimately on firm performance, the question of why such practices are not more readily adopted
and diffused becomes paramount. A wide range of barriers to diffusion were outlined, including:

A substantial degree of uncertainty (in part because of the methodological problems of
evaluating workplace practices) over which practices work best and how they work best with
respect to their combinations, workplace context and employee characteristics;

Resistance on the part of the different stakeholders managers, employees and their unions
especially if they have a vested interest in the former status quo, and are threatened by the
change;

Legislative barriers whereby restrictions in the legislation may inhibit or at least discourage
change;

The short-term focus that often characterises the time horizon of many of the stakeholders;

The reluctance to share information on workplace practices when they can be a source of
competitive advantage;

Barriers to co-operation reflecting such factors as the legacy of adversarialism, the
differential costs and benefits associated with co-operation, and federal-provincial tensions;

Difficulties of determining the benefits and costs to different stakeholders, especially of
human capital investments, and hence of determining who should pay, coupled with
difficulties of paying or borrowing on the part of employees; and

Difficulties of appropriating the benefits of innovative workplace practices when the
successful ones may be quickly emulated by others, including competitors.

The previous discussion highlighted a variety of policy implications and areas in need of
further research. One message is that it is likely to be more fruitful to focus government
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intervention onto areas where the incentives for the private parties themselves have broken
down. That is, rather than dissipating policy intervention into areas where the private parties
themselves have more information and expertise and hence where public intervention may do
little good, and even do harm it may be more fruitful to focus public intervention on areas
where the mechanisms of the market and collective bargaining may break down in providing
what could be considered as the socially optimal amount of innovation and diffusion of
workplace practices.

The previous discussion highlighted that such a breakdown could occur because employers
may not have sufficient incentive to innovate in this area because they bear the full cost of their
innovation but cannot appropriate the full return. Government subsidies to organisations to
encourage such innovation is not likely feasible, although awards could be made in areas such as
diversity management. Co-operative collective mechanisms like Sector Councils could be
encouraged to internalise the spillover benefits within an industry. The same applies to labour-
management co-operation in general to assist the parties to escape from the prisoner's dilemma
of non-cooperative behaviour. Governments can play an important role in bringing stakeholders
together to devise research agendas that will have practical relevance, and to disseminate the
results of that research, as well as information on what works and what does not work in this
important area. Loans for individuals to finance human capital formation could be considered
(just as student loans exist) given the inability of individuals to use their human capital as
collateral for a loan.

Governments could also do their own experimentation in innovative workplace practices,
revealing the information about what works and what does not work in this area. (Unlike private
corporations, governments do not have an incentive to hide such information, and in fact have an
incentive to make it publicly available). Doing this in Crown corporations could be particularly
informative since Crown corporations run the gamut, with some being close to government
departments, and others being close to private corporations.

On the research side, it is tempting to simply conclude that more research is needed on the
effectiveness of any and all workplace practices. As indicated by the vast literature that already
exists (and that is only illustrated here), more mileage is likely to be gained by synthesising that
literature and by encouraging multidisciplinary interaction. A smaller number of high quality
studies incorporating the best techniques of the different disciplines are likely to be more fruitful
than a larger number of lower quality studies in a variety of different disciplines.

As well, on the research side, data that link behavioural outcomes of individual employees to
the workplace practices of their organisations is likely to be particularly useful in this area. This
will facilitate testing for the key interactions and clusters that are alleged to be so important in
this area. The new Workplace Employment Survey is a start in this direction.

More conceptual research is also merited on the barriers to workplace innovation and the
diffusion of that innovation, and perhaps getting information from the parties about the
importance of those barriers. Reducing such barriers could be a very cost effective way of
encouraging those closest to the workplace the private parties themselves from developing
best practices in this increasingly important area.
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Notes

1 Based on the new Workplace and Employee Survey (WES), Leckie et al. (2001, p. 10) report that close to three-
quarters of Canadian businesses report human resource management as an important aspect of their business
strategy, although much of that was aimed at a cost reduction strategy. In their benchmarking study, the
Treasury Board of Canada Secretariat (2001, p. 5) document that only 15 percent of Canadian businesses regard
their HR function as currently more involving strategy as opposed to simply administration.

2 As documented by Lowe and Schellenberg (2001) such actions on the part of employers can jeopardise the
positive responses that employees otherwise have to supportive, healthy work environments that have strong
employment relationships.

3 laffaldano and Muchinsky (1985) and Podsakoff and Williams (1986) and earlier studies cited therein tend to
find at most a weak positive relationship between satisfaction and performance, but more recent studies tend to
find a stronger positive relationship. In the case of Katzell, Thompson and Guzzo (1992) that strong positive
relationship emerges when job satisfaction is a result of other elements of the reward and goal-setting
procedures of the organization. In the case of Wright and Staw (1999) it is a result of the fact that some
employees simply tend to be satisfied and to perform well. This implies that firms may be able to improve
performance by screening and recruiting such satisfied, productive employees, although they cannot do much to
convert an unsatisfied employee into a satisfied one so as to enhance performance. Numerous studies cited later
in the section on compensation tend to find a strong positive relationship with pay satisfaction and performance
(e.g., Heneman and Judge [2000], Koslowsky, Sagie, Krausz and Singer [1997], Greenberg [1990, 1993], and
Bretz and Thomas [1992]).

4 For reviews of the existence of high-performance work practices, see, for example, Betcherman and McMullen
(1986), Betcherman, McMullen, Leckie and Caron (1994), Leckie et al. (2001), Long (1989), Lowe (2001),
McMullen et al. (1993), Verma and Lonti (2001), and Wagar (1993) in Canada. For the United States, see
Ichniowski et al. (1996), Lawler, Mohrman and Ledford (1992), and Osterman (1994, 1996) as well as Dunlop
and Well (1996) for apparel, and MacDuffie (1995) for automobile manufacturing. In general, the studies find
that many organizations have adopted one or a few innovative work practices, but few have adopted bundles of
them. Their adoption is more prominent in new Greenfield sites.

5 For reviews of the effects of high-performance work practices, see, for example, Applebaum et al. (2000),
Becker and Huselid (1998), Belanger (2000), Guest (1997), Ichniowski et al. (1996), Kling (1995), Kopelman
(1986), Macy and Izumi (1993), Newton (1996), U.S. Department of Labor (1993), Weber (1994), and Wood
(1999).

6 For the importance of clustering job design practices with other HRM practices into high-performance work
systems see Appelbaum and Batt (1994), Bailyn (1993), Belanger (2000), Berg (1999), Betcherman, McMullen,
Leckie and Caron (1994), Black and Lynch (1996, 1997, 2000a, 20000, Cohen and Bailey (1997), Huselid
(1995), Huselid and Becker (1996), Hoque (1999), Gordon and Wiseman (1994), lchniowski (1992),
lchniowski and Shaw (1995, 1999), lchniowski, Shaw and Prennushi (1997), Kalleberg and Moody (1996),
MacDuffie (1995), MacDuffie and Krafcik (1992), Macy and Izumi (1993), Pil and McDuffie (1996), Shaiken,
Lopez and Mankita (1997), Shaw, Delery, Jenkins and Gupta (1998), U.S. General Accounting Office (1987),
and Youndt, Snell, Dean and Lepal (1996). For contrary views that such practices can be universal best
practices and stand on their own see, for example, Delaney and Huselid (1996).

7 For insignificant or even negative effects if such individual practices are developed on their own see
Ichniowski, Shaw and Prennushi (1997), Levine and Tyson (1990), and Katz, Kochan and Keefe (1987).

8 For the importance of integrating job design practices into the business strategy of the organization see Arthur
(1992, 1994), Becker and Gerhart (1996), Delery and Doty (1996), Dunlop and Weil (1996), Gerhart, Trevor
and Graham (1996), Gershenfeld (1987), Guest and Hoque (1994), Hoque (1999), Huselid (1995), MacDuffie
(1995), Milgrom and Roberts (1995), and Pfeffer (1994, 1998).
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9 For reviews of the impact of El practices see Belanger (2000), Cotton (1993), Cotton et al. (1988), Lawler,
Mohrman and Ledford (1992, 1995), Ledford, Lawler and Mohrman (1988), Levine and Tyson (1990), Locke et
al. (1980), Locke and Schweiger (1979), Miller and Monge (1986), Verma and Taras (2000), Wagar (1996), and
Wagner (1994).

10 For the importance of clustering El practices with other HRM practices see Addler et al., Bartel (2000), Batt
and Applebaum (1995), Black and Gregerson (1997), Black and Lynch (1996, 1997, 2000), Cooke (1994),
Cutcher-Gershenfeld (1991), Doucouliagos (1995), Dyer and Reeves (1995), Fernie and Metcalf (1995), Kruse
(1993), and Milkman (1997). Addison et al. (2000) found El to have a positive effect on firm performance in
non-union companies, not in unionized companies.

11 Freeman and Kleiner (2000), for example, find employee involvement increases employee satisfaction but not
firm performance. Leckie et al. (2001) find workers who participate in El to be more satisfied in their jobs.

12 For discussions of the importance of union support see Black and Lynch (1996, 1997, 2000), Cooke (1989,
1992, 1994), Drago (1988), Eaton (1994), Kochan et al. (1984), Lam and Reshef (1999), Rubenstein (2000),
Thacker and Fields (1987), Verma (1989), and Verma and McKersie (1987).

13 Canadian studies on the effect of employee ownership on performance include Conte and Tannenbaum (1978),
Long (1978a, 1978b, 1979, 1980, 1982), and Gunderson et al. (1995), with the later study also providing a
review. Conte and Svenjar (1990) and Levine and Tyson (1990) survey the U.S. evidence and conclude that the
results are mixed but that positive effects are common, especially when ownership is combined with employee
participation.

14 See, for example, Allen and Clark (1987), Kotlikoff and Wise (1987), Lazear (1983, 1990), Lazear and Moore
(1988), Pesando and Gunderson (1988), Pesando, Gunderson and Shum (1992), and Pesando, Hyatt and
Gunderson (1992).

15 While there has been an explosion of compensation literature in recent years (especially associated with
executive compensation), the empirical literature evaluating the impact of compensation on various outcomes is
relatively new. In an earlier review of that literature, Milkovich (1988, p. 264) concluded that there were too
few reliable studies to provide any systematic evidence linking compensation practices to performance.
Ehrenberg and Milkovich (1987, p. 107) also concluded: "Unfortunately, both the private and public sector
studies utilize non-rigorous quasi-experimental designs and suffer from methodological and/or measurement
problems (e.g., selection bias, uncontrolled variables). This leads us to conclude that we know very little about
the effects of merit-pay schemes on employee performance and even less about their effects on the firm's
financial well-being." Other reviews, most subsequent to those earlier reviews, have concluded that strategic
pay practices can have a substantial effect on individual and organizational performance (Ehrenberg (1990),
Gerhart (2000), Gerhart and Milkovich (1992), Gerhart et al. (1992), Gomez-Mejia and Balkin (1992),
Heneman (1992), Locke et al. (1980), Schay (1997), and Wood (1996).

16 For evidence on the effect of individual incentive pay systems on productivity and performance see Abowd
(1990), Antle and Smith (1986), Balkin and Gomez-Mejia (1987, 1990), Bhagat et al. (1985), Booth and Frank
(1999), Brickley et al. (1985), Campbell et al. (1998), Coughlin and Schmidt (1985), Delaney and Huselid
(1996), Eriksson (1999), Drago and Garvey (1998), Fernie and Metcalf (1995), Gerhart and Milkovich (1990),
Gerhart and Murray (1998), Gomez-Mejia (1992),Gomez -Mejia and Balkin (1992), Greene (1978), Heywood
et al. (1997), Huselid (1995), Huselid and Becker (1996), Kahn and Sherer (1990), Latham and Dessett (1978),
Lawler (1971, 1988, 1990), Leonard (1990), Main, O'Reilly and Wade (1993), Mitchell, Lewin and Lawler
(1990), Montemayor (1996), Murphy (1985, 1986), Paarsch (1999), Rajagopalan (1996), Roth and O'Donnell
(1996), Tehranian and Waegelein (1985), and Youndt, Snell, Dean and Lepak (1996). Evidence of the positive
effect of larger expected prizes in sports tournaments is found in Ehrenberg and Bognanno (1990a, 19900 for
professional golf, and in Becker and Huselid (1992) for racing. Marsden and Richardson (1994) found merit pay
not to have any effect on motivation in the public sector in Britain.

17 For evidence on the positive effect of group profit sharing on productivity and performance, see Arthur and Jelf
(1999), Bhargava (1994), Blasi, Conte and Kruse (1996), Brown, Fakhfakh and Sessions (1999), Brown and
Heywood (2002), Bullock and Lawler (1984), Bullock and Tubbs (1987), Conte and Kruse (1991), Cooke
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(1994), Delery and Doty (1996), Doucouliagos (1995), Florkowski and Shastri (1992), Gerhart, Trevor and
Graham (1996), Hammer (1998), Hansen (1997), Jones and Kato (1993, 1995), Kaufman (1992), Kraft (1991),
Kruse (1993, 1996), Long (2000), Mitchell, Lewin and Lawler (1990), Peel and Wilson (1990), Schuster
(1984a, 19846), Welbourne and Andrews (1996), Welbourne and Gomez-Mejia (1995), Welbourne et al.
(1995), Weitzman and Kruse (1990), Wilson and Peel (1991), and Zenger and Marshall (1995).

18 Evidence from Delaney and Doty (1996) and Huse lid (1995) suggests that compensation practices can have
positive impacts on their own even if not interacting with other complementary human resource practices or
being integrated with the general business strategy of the organization.

19 The importance of such complementary interactions of compensation policy with other human resource
practices is emphasized in Black and Lynch (2000), Cooke (1994), Freeman and Kleiner (2000), Kruse (1993),
Mitchell, Lewin and Lawler (1990), and Youndt, Snell, Dean and Lepal (1996).

20 The importance of an integrated fit of compensation practices with the overall business strategy is emphasized
in Balkin and Gomez-Mejia (1987, 1990), Gomez-Mejia (1992), Gomez-Mejia and Balkin (1992), Montemayor
(1996), and Rajagopalan (1996).

21 In their recent review, Rynes and Gerhart (2000, p. 363) conclude: "A credible body of evidence has
accumulated suggesting that differences in pay strategies can be associated with fairly sizable differences in
organizational performance. What is still debated, however, is whether there are 'best practices' in terms of pay
strategy or whether the effectiveness of particular practices depends on their alignment with other factors such
as business and human resource strategies. At present, some evidence supports each perspective."

22 Jenkins, Ledford, Gupta and Doty (1992), Ledford and Bergel (1991), Ledford, Tyler and Dixey (1991),
LeBlanc (1991), Heneman and Ledford (1998), and Murray and Gerhart (1998).

23 Ledford and Bergel (1991) do highlight these higher costs of skilled-based pay.

24 In their review Heneman and Judge (2000, p. 77) conclude: "Pay dissatisfaction consistently influenced both
cognitive and behavioral changes. These included input changes (performance, commitment, trust), outcome
changes (salary negotiation, theft), steps towards change (job interview sign up, job search, pro-union voting),
and withdrawal (turnover intentions, turnover, job transfer, lateness). Thus it is abundantly clear that employees
revert to a number of cognitive and behavioral ways of reducing their pay dissatisfaction. From an
organizational perspective, these actions involve undesirable consequences and outcomes." They further
conclude (p. 85) that "Research has unequivocally shown that pay dissatisfaction can have important and
undesirable impacts on numerous employee outcomes." Examples of the negative effects of pay dissatisfaction
include lateness (Koslowsky, Sagie, Krausz and Singer, 1997), theft (Greenberg, 1990, 1993), and team
performance and turnover (Bretz and Thomas, 1992).

25 Worksharing typically involves the employees in the organization reducing their workweek (e.g., to four days)
to avoid layoffs (e.g., to avoid 20 percent of the organization being laid off). In Canada, worksharing programs
can be eligible for unemployment insurance. Job sharing typically involves two employees sharing the same job
by each working approximately half of the week.

26 Compressed workweeks typically involve the compression of a workweek into fewer days per week and more
hours per day, such as with four 10-hour days, or three 12-hour days and an occasional extra 12-hour day.

27 Flexitime typically involves flexible start and end times with a common core time being required.

28 As discussed previously, the positive effect of compressed workweeks (or any other workplace practice) on
attitudes towards the practice may also reflect the fact that workers and managers who choose the practice may
be predisposed to it.

29 Positive effects of compressed workweeks on attitudes were found in 12 of the 18 studies reviewed in Ronen
and Primps (1981), as well as in Hodge and Tell ier (1975), Hartman and Weaver (1977), Steele and Poor
(1970), Ivancevich (1974) and Robertson and Ferlejowski (1973) but not in Foster et al. (1979).
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30 Generally positive effects of compressed workweeks on organizational measures such as absenteeism and
turnover are discussed in Baltes et al. (1999), Calvasina and Boxx (1975), Cunningham (1982), Dacri and
Ferguson (1985), Dalton and Mesch (1990), Dunham, Pierce and Castaneda (1987), Economides, Reck and
Schuh (1989), Goodale and Aagaard (1975), Hartman and Weaver (1977), Hung (1996), Ivancevich and Lyon
(1977), Latack and Foster (1985), and Venn (1997), as well as in the studies reviewed in Kopelman (1986),
Nollen (1982), and Ronen (1984). No effect, however, was found in Ivancevich (1974), which was one of the
few studies to use a before-and-after design with a control group.

31 Stress and fatigue effects of compressed workweeks are documented in Fast and Frederick (1996), Goodale and
Aagaard (1975), Hodge and Tellier (1975), Ivancevich and Lyon (1977), Steele and Poor (1970), but not Latack
and Foster (1985).

32 The positive effect of flexitime on attitudes is found in Baltes et al. (1999), Dunham et al. (1987), Grover and
Crooker (1995), Harvey and Luthans (1979), Hicks and Klimoski (1981), Kossek and Ozeki (1998), Lambert
(2000), Omen (1981), Pierce and Newstrom (1982, 1983), Pierce et al. (1989), Swart (1985), and in 26 of the 27
studies reviewed in Ronen (1981) and in most of the case studies reviewed in Nollen (1979).

33 For generally positive effects of flexitime on productivity and reduced absenteeism, see Adams and Jex (1999),
Baltes et al. (1999), Harrick et al. (1986), Dalton and Mesch (1990), Golembiewski et al. (1974), Golembiewski
and Proehl (1978), Gomez-Mejia et al. (1978), Kim and Campagna (1981), Krausz and Freiback (1983),
McCampbell (1996), Mcguire and Liro (1987), Morgan (1977), Narayan and Nath (1982), Perry-Smith and
Blum (2000), Petersen (1980), Pierce and Newstrom (1983), Pierce et al. (1989), Ralston et al. (1985), Ronen
(1981, 1984), Scandura and Lankau (1997), Shaw, Delery, Jenkins and Gupta (1998), Shephard, Clifton and
Kruse (1996), Walch and Gordon (1980), and Zippo (1984), and earlier case studies reviewed in Nollen (1979).
Zero or negligible effects were found in Christensen and Staines (1990), Dunham et al. (1987), Narayanan and
Nath (1982), Omen (1981), Schein et al. (1977), and Thomas and Ganster (1995).

34 The effect of flexitime in reducing stress is documented in Golembiewski and Hilles (1977), Pierce and
Newstrom (1980, 1982), and Hicks and Klimoski (1981).

35 Negative effects of shift work are found, for example, in Frost and Muhammed (1985) and Smith, Collegan and
Tasto (1982).

36 See, for example, Adams, Folkard and Young (1986) and Frese and Konek (1984).

37 Fitzer (1997), Hill et al. (1998), Huws (1993), Pratt (1999), Stanworth and Stanworth (1997) and five U.K.
studies summarized in Hamblin (1995), but no productivity effects found in KPMG (1998). Duxbury, Higgins
and Neufeld (1999) also find that telecommuting often conflicts with work-family balance.

38 Donner (1987, p. 119) and Schuster and Rhodes (1985).

39 Donner (1987, p. 120) and Jamal and Crawford (1981).

40 Canada, Employment and Immigration Commission (1980), Lanoie et al. (1996), Larouche and Trudel (1983),
Meier (1979), McCarthy and Rosenberg (1981), Meltz, Reid and Swartz (1981), and Reid (1982).

41 Canada, Commission of Inquiry on Educational Leave and Productivity (1979), O'Carolyn (1987), Paris (1989).

42 Reviews of that literature are provided in Barnow (1987), Betcherman, Leckie and McMullen (1996, 1997),
Betcherman, McMullen and Davidman (1998), Brown (1991), Chaykowski and Lewis (1994), Mangum,
Mangum and Hansen (1990), and Parsons (1986, 1990). Specific studies include Altonji and Spletzer (1991),
Baldwin (1999), Barron et al. (1989, 1993), Bartel (1994, 1995), Bassi and McMurrer (1998), Bassi and Van
Buren (1999), Bishop (1990, 1991), Booth (1991, 1993), Brown (1989), Burke and Day (1986), Conference
Board (2000), Goldstein (1986), Groot (1999), Holzer et al. (1993), Krueger and Rouse (1998), Kopelman
(1986), Leckie et al. (2001), Levine (1993), Lillard and Tan (1992), Loewenstein and Spletzer (1998), Lynch
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(1991, 1992), O'Brien and Kroggel (1989), OECD (1993), Parsons (1986), Riddell (1995), Russel, Terborg and
Powers (1985), and Veum (1995).

43 Costs of discrimination are documented in Ashenfelter and Pencavel (1976), Bergmann (1971), and Dunnette
and Motowidlo (1982).

44 The small administrative costs are documented in Jain and Hackett (1989), Leonard (1984), and Simon (1986).

45 Canadian evidence on this from a number of studies is cited in Gunderson (2002).

46 Positive effects of following non-discriminatory practices are documented in Leonard (1984), Lobel (1999),
Osterman (1982), and Shaeffer (1978).

47 Positive effects of diversity programs are documented in Cox and Blake (1991), Cox, Lobel and McLeod
(1991), Lattimer (1995), Lobel (1999), Loden and Rosener (1991), Ruhe and Eatman (1977), Thomas (1991),
and Watson, Kumar and Michaelsen (1993).

48 See Duxbury and Higgins (2001) and Glass and Estes (1997) and references cited therein for comprehensive
discussions of work-life issues associated with balancing the role of employee, parent, spouse and eldercare
giver.

49 Evidence of increased stress resulting from work intensification is found, for example, in Lewchuk and
Robertson (1996) and Rinehart, Huxley and Robertson (1997) in Canadian auto production, although in their
comprehensive analysis of U. S. steel, apparel and medical imaging, Applebaum et al. (2000) find no evidence
of increased stress as measured by such factors as role overload (speedup), required overtime, inadequate
resources, conflict with co-workers and unsafe and unpleasant working conditions.

50 Generally positive effects of family friendly policies at the workplace are found in Bailyn (1993), Bailyn et al.
(1998), Bond, Galinsky and Swanberg (1998), Duxbury and Higgins (2001), Glass and Estes (1997), Grover
and Crooker (1995), Joesch (1997), Lambert (1995, 2000), Lobel (1999), Meyer and Allen (1997), McCampbell
(1996), National Council of Jewish Women (1987), and Thomas and Ganster (1995).

51 The importance of supervisory support is emphasized in Bowen (1998), Carlson and Perrewe (1999),
Greenberger et al. (1989), and Thomas and Ganster (1995).

52 Positive effects of child care programs are documented in Burd et al. 1984), Emlen and Koren (1984),
Fernandez (1986), Goff, Mount and Jamison (1990), Goldberg et al. (1989), Greenberger et al. (1989), Grover
and Crooker (1995), Kossek and Nichol (1992), Milkovich and Gomez (1976), Miller (1984), Peterson and
Massengill (1988), Ritter (1990), and Youngblood and Chambers-Cook (1984), but not in Goff, Mount and
Jamison (1990) or Thomas and Ganster (1995).

53 Positive effects of health and fitness programs are found in Adams (1988), Aldana (1998), Bowne et al. (1984),
Cox, Shephard and Corey (1981), Donoghue (1977), Edwards and Gettman (1980), Falkenberg (1987), Jeffery
et al. (1993), Gettman (1986), Griffiths (1996), Kaman (1987), Kerr and Voss (1993), Kondrasuk (1980), Leatt,
Hattin, West and Shephard (1988), Lynch et al. (1990), Nay (1986), Pelletier (1996), Pyle (1979), Shain,
Suurvali and Boutilier (1986), Shephard (1998), Sloan and Grumm (1988), Sonnenstuhl (1986), Tsai, Baun and
Bernacki (1987), and Warner et al. (1988), but for qualifications see Katz and Showstack (1990).

54 Positive perceived effects of stress management programs on employees are found in Frew (1974), Forman
(1981), Firth-Cozens (1992), and Gronningsacter et al. (1992).

55 Positive organizational effects of stress management programs are found in Charlesworth, Williams and Baer
(1984), Francis and Pennebacker (1992), Gray-Toft (1980), Larsson (1987), Manuso (1980), Sarason, Johnson,
Berberich and Siegal (1979), and Seamonds (1982).
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56 No effects, or even negative effects, of stress management programs are found in Francis and Pennebacker
(1992), Higgins (1986), Murphy (1996), Murphy and Sorenson (1988), Reynolds, Taylor and Shapiro (1993),
Sallis et al. (1987), and Steinmetz, Kaplan and Miller (1982).

57 Positive effects of smoking bans are documented in Weis (1981a, 1981 b) , Williams (1986), but for a contrary

view see Solomon (1983).

58 The positive effects of alcohol and substance abuse programs are documented in Alander and Campbell (1975),
Elmuti (1993), Schramm et al. (1978), Smith (1978), and Tersine and Hazeldine (1982). Weiss (1987) reviews
various other studies and provides a scathing critique concluding (p. 354): "The far more intractable problem ...
is that of getting a fair hearing for evidence that runs counter to the interests of the vast numbers of consultants,
therapists, administrators, and others whose livelihood depends upon general acceptance of the idea that alcohol

abuse among employees is an enormous yet tractable problem."

59 Positive effects of employee assistance and counseling programs are discussed in Holosko and Feit (1988),
Sonnenstuhl (1986), Sonnenstuhl and Trice (1990), and Wagner (1982).

60 Some support for the "business case" is given in Drago et al. 2001, Galinsky and Johnson (1998), and Rapoport
et al. (2002). In their introduction to their symposium on the topic, Drago and Hyatt (forthcoming) conclude that
there is yet insufficient evidence to prove the business case.

61 Canadian evidence on the extent of, or lack of diffusion, of workplace practices that appear successful is

provided in Leckie et al. (2001), Lowe (2001), Lowe and Schellenberg (2001), and Verma and Lonti (2001),
highlighting that diffusion is a product of both the number of firms that adopt the practice, and the proportion of

employees covered by the practice.

62 Lowe and Schellenberg (2001) document the negative impact on worker commitment and trust of having
experienced the downsizing that went on as part of the organizational change strategy of the 1990s and that

continues today.

63 As stated by Appelbaum and Batt (1994, p. 154): "Work-team leaders, QWL facilitators, and worker
representatives on operations and strategic management committees can threaten the authority of the elected
union leadership if they are not fully integrated into a revamped union organizational structure."

64 This assumes that the net social benefits of the innovation are positive that is, that any undesirable side effects
such as increased polarisation between good and bad jobs, are offset by the other benefits of the innovation.
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